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The Perils 


of Preserving the Unfit 


By GEORGE BARTON CUTTEN, President of Colgate University 
Address Delivered at the Convocation of Colgate University, September 25, 1935 


O PEOPLE pray intelligently? I wonder? For 
the last six years I have been attending church 
regularly—rarely have I missed a Sunday. I have 
attended other religious gatherings—some of a national char- 
acter. I have even been to prayer meeting—an outworn 
and mid-Victorian custom—but I have yet to hear from pul- 
pit or pew a person who prayed, “Lord, give us more hard 
times!” 

Yet, if the God of nature and the God of the Church 
are the same, He has been trying to teach us since eons 
before the dawn of history that hard times are the hotbed 
of progress, and easy times are the harbinger of degeneration 
and downfall. 

The anthropologists point us to such experiences as 
the glacial periods—for there were four of them—and ex- 
press the opinion that these periods, with their severe and 
merciless climate, did more for the progress of the race than 
several times the same length of time of monotonous climatic 
conditions. Why? The answer to this lies on the sur- 
face. The ice caps closing in from north and south change 
temperate into frigid zones, and the weak perish. Migra- 
tion becomes necessary, and the weakest ones remaining suc- 
cumb; only the strong arrive in a livable latitude. But 
they find the country already occupied and have to fight for 
favored portions. 

This eliminates the weak from their enemies or drives 


them into less favored positions, and the weak die. 
strong of the mixed races survive and amalgamate. This 
favors mutations, the most valuable of which are main- 
tained, and the result is a race stronger and better than 
either parent. What was the result? A series of civiliza- 
tions banding the world at the favorable latitude—Rome, 
Greece, Egypt, Babylon, Persia and southern China. 

Man has always had to be kicked upstairs; he never 
went voluntarily. The higher life is always a hard life. 
The names splashed over the pages of history are not those 
whose lives were happy or easy; happy lives never made 
history. The names which are etched on indelible bronze 
and sung by generations following are the men of sorrows 
who have been acquainted with grief. 

A torrid zone never produced a great civilization. 
Even in the glacial period, when one might think that the 
warm climate might be most favorable, too easy conditions 
were still detrimental. 

It is not generally known that there were two bands 
of Puritans who emigrated to America. So far as we know, 
they were of the same stock, of equal ability and natural 
endowments. One went to a West Indian island, where 
conditions were easy, and made no dent on posterity. The 
other, landing on the rock-strewn coast of Massachusetts 
and meeting devastating climate, inhospitable inhabitants and 
none-too-productive soil, became the intellectual and spir- 
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itual foundations of our nation. No one built their houses 
for them, no one killed their game or tilled their soil for 
them, no one guaranteed them social security—it was “root 
hog, or die.” ‘That is what put granite into their souls and 
iron into their blood. 

The reward of the industrious is not ease—it could not 
be. The reward of the industrious is more work, more 
responsibility, more dependents. Having been faithful in 
a few things, they became rulers over many. Those are the 
plums nature scatters. Whether with an individual or a 
race, the price of ease is destruction—social security if the 
toboggan slide. “It is only three generations from shirt 
sleeves to shirt sleeves,” says the old saw. Of course! The 
generation progression is, 1—shirt sleeves, 2—wealth, 3— 
ease, 4—shirt sleeves. Is it not always so? We always 
desire the third generation to become eternal, but it carries 
concealed in its vitals the seeds of degeneration ad decay. 

Well, that is nature’s method whether we like it or 
not, and though it may be severe it is very effective. She 
is never content to let well enough alone. She selects the 
best to propagate the race in hopes that the race may be still 
better. She has nothing against the weak individually, but 
the only way she can be sure that they do not pollute the 
blood stream is to get rid of them. Callous, you say? Yes, 
a hard road but a sure one. It works and she has proved it. 
Looking at it as she must look at it, through a vista of mil- 
leniums, it is not cruel but merciful—only the myopic can 
find it tinctured with cruelty. Nature looks through the 
experience of a million years; we look through the experi- 
ence of a few minutes. Personally, I prefer to trust her. 

When nature added intelligence to instinct she as- 
sumed a precarious hazard, for intelligence is always seek- 
ing an easier way—and finding it! Intelligence has never 
fully agreed with the natural doctrine of survival of the 
fittest—she has denied it in argument:and has tried to pro- 
vide substitutes for it in practice. Without some checks the 
race could not survive, but there are easier checks than 
natural selection. Easier? Yes, but are they as fool proof? 
Let me mention three ways in which modern civilization 
is combating natural selection. 

Probably there is no one of our modern achievements 
in which we are so inclined to glory as in the really mar- 
velous accomplishment of modern philanthropy and modern 
medicine. Sometimes one wonders, though, whether they 
have done more good than harm. Philanthropy which has 
established hospitals and institutions to prolong the lives 
of the unfit is of very doubtful value. The result has been 
a protected race rather than a resistant race, and some day 
the protection is going to find itself inadequate and the 
race will be decimated, if not doomed. 

Of course, the injury is not in prolonging the lives of 
the unfit in itself, for the end of the generation would be 
the end of the menace, but prolonging the lives of the unfit 
to become the breeding stock of the nation is suicidal. 

Nature’s method is immunity; that is, doing away with 
individuals who are susceptible to certain diseases and breed- 
ing from the immune. Thus the Negroes are immune to 
malaria and the Arabs to typhoid fever. Of course, such 
a scheme requires a telescopic vision rather than a micro- 
scopic one. On the other hand, for example, there is every 
reason to think that, now that we are saving the lives of 


so many persons who are susceptible to tuberculosis and 
permitting them to breed, soon tuberculosis will become 
more prevalent. 

It is doubtful if there is a more dysgenic factor in mod- 
ern civilization than war. ‘The result is diametrically op- 
posed to the original effects. In early days, when war 
consisted of personal combat, and strength of body and keen- 
ness of mind decided the contest, war was one important 
method of natural selection—the weak were eliminated. Not 
so now! In these days of high explosive shells, poison gases, 
machine guns, submarines and airplanes there can be little 
selection. Only the fittest are permitted to go to war and 
be killed. 

During the years 1916 and 1917 I had the honor to 
serve as chief recruiting officer of Military District No. 6 
in Canada. We took the greatest care in selecting men. A 
strict physical examination on enlistment, a stricter one before 
being permanently assigned to a unit, frequent examinations 
by battalion doctors and medical boards, and before going 
overseas a special medical board passed on every man. After 
all these tests, what happened? The English Medical Board 
re-examined these selected young men and, in one case of 
a battalion of 1,000 men, permitted not a bare majority 
to go to the front; the remainder were assigned to labor 
battalions behind the lines where they were reasonably safe. 
An unfit man at the front was a liability, not an asset. 

The greatest mortality thus was among the choice, 
intelligent, carefully chosen young lieutenants who led their 
men over the top. The tragedy of the war was not that 
millions of men lost their lives, as horrible as that is to con- 
template, but that the finest breeding stock of all the nations 
involved was destroyed—and can never be replaced. I sup- 
pose the biologists might tell us that an equal number of 
persons from each nation could have been selected to be elimi- 
nated, the withdrawal of whom would have greatly improved 
the race, but those were not the ones chosen. As in days of 
old, the sacrifice must be without spot or blemish. 

Not less dysgenic than these two other factors is a new 
one, with the voice of Jacob but the hand of Esau. It is 
called social security. The race has come to its present high 
position by means of the most relentless competition, strife 
and struggle. Bodies and minds bear on them the stigmata 
of battle. Individuals, communities and races have risen or 
fallen as they have been forced to struggle, social security 
for any of them meant defeat and decline. Easy lives never 
meant vigorous personalities; soft living never meant strong 
bodies or keen minds. It is only as we have been forced that 
we have pushed forward. Now comes social security to guar- 
antee us soft living from the cradle to the grave, to beg the 
unfit to become more unfit and to beg the fit to give up the 
struggle and to vegetate. Every avenue is open to a life of 
indolence and supineness. 

In all this program of social security, perhaps nothing 
appeals to our sympathies as much as old-age pensions. We 
certainly should care for the old. Very good, I’d very much 
dislike to see the righteous forsaken or his seed begging bread. 
On the other hand, I speak from personal experience, as well 
as from the reports of others, when I say that there is prob- 
ably no human factor which has caused persons to put forth 
their greatest efforts and to continue a persistent struggle 
equal to the desire to provide for old age. The insistence of 
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the fear of inability to care for age is the driving power of 
effort. Remove that and you destroy a potent factor of 
human endeavor. The same thing is true of the other ele- 
ments of social security, although they may differ in degree. 

In the nineteenth century—the biologists’ century—one 
word reigned. That word was “evolution.” “Io many, how- 
ever, evolution was not a history of man’s development but 
an irresistible force pushing up upward whether we wished 
to go or not. The twenticth century has given us a new 
word—and a sinister one; that word is “degeneration.” It 
is a surprise to some that degeneration is just as much a fact 
and just as much of a possibility as evolution. In fact, some 
biologists afirm that many present species have attained their 
present forms not by evolution but by degeneration. Let 
us not be deceived, when we choose a lower order instead 
of the higher when both are permitted to us, because the 
lower is the easier, we have started downstairs. 

If there is danger in removing nature’s checks, is there 
no security except we restore them? We do not know; per- 
haps so! We are sure of one thing, however, there must be 
checks. ‘The danger is in removing natural checks and sub- 
stituting nothing else. We are experimenting with three 
which we hope will be successful, but if so they must be 
applied, and applied faithfully. The first element in higher 
control is intelligence—none too plentiful a commodity. 
Usually when we try to apply it, it is sidetracked by maudlin 
sentimentality. 

Permit two examples. One of our most serious prob- 
lems today is that of feeblemindedness. Nature would solve 
this very quickly. In less than a year there would be no 
feebleminded. We deny nature her method of solution, but 
what is ours? Intelligence says sterilization. That is not 
the whole solution, to be sure, but the most effective one of 


Our Foreign Policy 


which we know. Birth control among the borderline cases 
would aid. What are we doing about it? 

Nature has laid down a rule which it is difficult to 
evade. Her rule is that there should be solidarity on the 
part of a group against outside opponents, but the most re- 
lentless competition within the group if progress is to result. 
In trying to get away from nature we have been talking 
co-operation, friendliness, “get-together” and lack of compe- 
tition within the group. Well, we have our wires crossed! 
We must have competition and competition without quarter 
if we are to advance. Intelligence should not be used to 
eliminate competition but to change its form. No longer 
murder and robbery as a form of competition but improved 
methods, new machinery, better products and cheaper prices. 
In getting rid of grosser forms of competition we have emp- 
tied out the baby with the bath. 

The next element in higher control is morals. What 
are morals? They are a code embodying what we think is 
a reasonable way of living together. Our recent trouble was 
a moral trouble. We have been talking about money and 
credits and production and distribution, when underlying all 
these were morals. We had the world organized on a moral 
basis but ran short of morals, like trying to run a business 
on cash basis when we are short of cash. Morals are our 
second great need if we are to dislodge natural checks. 

The third higher control is religion. After the war 
many were enamored of Donald Hankey’s definition of reli- 
gion as “Betting your life that there is a God.” That is 
not big enough for the kind of control we need. Religion is 
betting your life that you are a god and acting accordingly. 
When we have this control perhaps we can scrap natural 
checks, but ‘‘a civilization which removes natural checks be- 
fore it fosters higher controls is committing suicide.” 


By SENATOR WILLIAM E. BORAH, Republican of Idaho. 


E have just passed the 148th anniversary of the 
submission to the states for ratification of the Con- 
stitution of the United States. The sentiments 

called forth by the occasion took a wide range and indicated 

a deep interest upon the part of the people in all walks of life. 

I have been all my life a student of constitutional gov- 
ernment. I have had an opportunity for a quarter of a century 
to study and consider the forces which make for its failure 
or success, to watch its friends and its foes. I give it as my 
opinion tonight that the greatest danger to constitutional 
government, the most insidious enemy of our dual system of 
state and Federal sovereignty, is that intense partisanship 
which sometimes places party interests above country, which 
surrenders conscience, abdicates reason and compromises 
patriotism, that the party’s hold may be strengthened and the 
party reign extended. I am not speaking now of that waste 
and corruption which parties too often foster and protect 
or of the taxes and debts which arise out of party extrav- 
agance in public expenditures. These things are bad enough. 


Over the Columbia Broadcasting System, Sunday, September 22, 1935 


I am speaking of that partisanship which, under the lash 
of party interests and the insatiable appetite for political 
power does not hesitate to assail our most essential institu- 
tions, submerges or takes away the liberty of the citizen and 
rides roughshod over the national Charter itself. 

Twice at least in our history—leaving aside the Civil 
War— the most fundamental tenets of personal liberty were 
disregarded or permanently imperiled, local self-government 
assailed, and our free constitutional government brought to 
the very verge of destruction through sheer partisan bigetry, 
if not sheer partisan madness. The most vital guarantees of 
the Constitution, placed there for the future security of the 
citizen, were tossed aside in the interest of party. One can 
hardly mention a principle of government which has not at 
some time in our history suffered by reason of irresponsible 
partisanship. 

Every attack of any moment that has ever been made 
upon the Supreme Court of the United States has been 
made at the behest, or under the inspiration or direction, 
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of some political party for what was regarded as party ad- 
vantage. In the early 1800’s, the Democrats—then passing 
under the name of Republicans—began an assault on the 
Court which lasted for a decade. Through the party press, 
by legislation, and by the threat of wholesale impeachment, 
an attempt was made to bring the Court under the direction 
and control of party policies and make it an adjunct of party 
power. Charges of bias and even corruption were made in 
connection with decisions of the Court, which decisions have 
since been recognized by all as sound and just and as laying 
a firm foundation for the nation’s advancement and pros- 
perity, and as among the surest guarantees of personal liberty. 

In the 1860’s and early ’70’s the Republican party be- 
gan an assault upon the Court, unfounded and indefensible, 
malicious and vindicative, all in the vain effort to make the 
Court a part of the political machine and to compel it to 
serve party purposes. Bills were introduced to take away the 
jurisdiction of the Court in matters most vital to the per- 
sonal interests of the citizen, the number of judges were 
changed, threatened impeachments were made. Nevertheless, 
the opinions about which this fight, long continued to range, 
are now referred to by all who have occasion to consult them 
or know their worth, as the very highest exemplification of 
the most salutary principles of free government and of per- 
sonal liberty. I do not think it an exaggeration to say that, 
had blind partisanship had its way in that period, our whole 
theory of government, with its checks and balances, would 
have been radical and perhaps permanently changed and the 
conception of personal liberty, as known and cherished by all 
true Americans, would have been swept aside for decades, 
if not for all time. 

We talk much in these days about dictators, here and 
abroad. We have had party dictatorship in this country more 
than once—a dictatorship which respects neither the rights 
nor privileges of the citizen nor the plainest principles of 
constitutional law. Every political party in power in this 
country tends to become a dictatorship, and if it remains 
long enough in power with its retainers and pro-consuls, 
and political satraps, becomes so in fact. Those who oppose 
its measures or policies or decrees are denounced as renegades, 
insurgents, and outlaws, and are driven, if possible, into 
political exile. Such things can be endured and to some extent 
perhaps must be endured, since political parties seem to be a 
part of the system of free government, so long as they relate 
to ordinary measures or deal with passing matters. But 
when it comes to dealing with the very life of our free in- 
stitutions, with the most vital underlying principles of per- 
sonal liberty, when the Constitution itself is to be con- 
sidered, it is plainly the duty of all to view these matters 
with less of partisanship and more as countrymen. It is not 
the changes which come as the result of experience and dis- 
passionate consideration upon the part of the people which 
we need fear. It is the changes which are brought about and 
put through or defeated in the midst of party rage that we 
may well fear. 

There has never been an hour in our entire history when 
our institutions or our constitutional form of government 
were imperiled by reason of the initiative of the people. 
Every great crisis in civil government has invariably had its 
origin in partisan initiative, led on and directed by ambitious 
or reckless party leaders. We may find, as we have already 





found, it wise to make changes. But the time to make the 
change and the nature of the change should be determined 
free of partisan interests. 

What can the people hope in the way of wise protection 
in the preservation of their rights and privileges from par- 
tisan leadership, when they see a political party earnestly 
advocating proposals as constitutional under the party ad- 
ministration and denouncing as unconstitutional the same 
measures and principles under another party’s administra- 
tion. Every political party, Federalist, Democratic, Whigs, 
Republicans, have zigzagged through our constitutional his- 
tory, and their tracks out and in, going and coming, leaves 
one in doubt until you ascertain where their opponents are 
located. Partisanship has its place, but it is never a safe guide 
touching those things which are non-partisan, such as con- 
stitutional government and changes which it should undergo. 

Few of our people, if any, fail to realize the strain 
which is now placed upon our constitutional system, Few, 
if any, I venture to believe, fail to fully appreciate what its 
preservation means to their children and their children’s 
children. And, if in the consideration of those matters which 
will relate to the essential principles of constitutional govern- 
ment, we can have the untrammelled and uncontrolled judg- 
ment of the American people, the changes which may be 
made, or proposed and rejected, we can safely assume will 
not imperil our children’s heritage. 

What I have said will be considered no doubt as im- 
politic. But the soundness of my contention can not be dis- 
puted in the light of constitutional history in the United 
States. Whether Democrats or Republicans, when we ap- 
proach the problems which involve our system of govern- 
ment, we are Americans! There is compensation to be found 
in almost all things, and it will be close to a divine blessing 
if this crisis leads the people to erect a constitutional “wail- 
ing wall” where all political parties may come in contrition 
and repentence and consider of their constitutional sins. 

It seems too probable now that Europe is to have 
another war. While the world is struggling to break the 
depression brought on in a large measure by the World War, 
nations are maneuvering toward another conflict. While 
women and children are hungry and impoverished, vast 
profits are being realized and great sums expended for in- 
struments fit only for the destruction of human beings. This 
situation also brings up the question of constitutional govern- 
ment. If we permit ourselves to be drawn into another 
foreign war or into a policy which would engage us from 
time to time in the hazardous enterprise of uncovering ag- 
gressors, or chastizing supposed national culprits, we shall 
inevitably experience in time a change in our whole structure 
of government. 

The framers of our government were also the authors 
in the first instance of our foreign policy. They believed 
then, as many people believe now, that the foreign policy of 
a popular government should be as free from foreign en- 
tanglements as their domestic policy, that the former is as 
essential to the vital liberty of the people as the latter. People 
who are not wholly free at any particular juncture of their 
foreign affairs to remain neutral or to take up arms have 
already succumbed in practice, if not in principle, to the 
doctrines upon which all arbitrary governments rest. The 
more nearly the power to have peace or make war is under 
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the control of the people, the more certainly will there be 
peace. The fateful situation in Europe tonight arises out of 
the fact that those who must make the sacrifice in case war 
comes, have no voice as to whether there shall be peace or 
war. If speech were free, the press uncontrolled, liberty of 
action upon the part of the people unrestrained, if constitu- 
tional government prevailed throughout Europe, there would 
be little danger of war. 


During the closing days of the session, Congress passed 
a Joint Resolution unmistakably pointing the course of this 
nation in the event of a foreign war, or wars, In technical 
scope the Resolution is far from complete. None knew this 
better than those of who, as a subcommittee of the Committee 
on Foreign Relations, gave days and even weeks to its con- 
sideration, But even so, its import and its purpose are clear 
and unmistakable. It plainly discloses that it is the policy of 
this nation to remain aloof from all foreign wars. Whatever 
may be the inadequacy of the Resolution in fully covering 
the subject with which it purports to deal, due notice is 
registered as to what our policy is to be. No one supposed, 
or should suppose, that the Resolution in and of itself will 
serve to keep us free from foreign wars. It is, however, a 
step in that direction. It plainly marks a milestone in our 
return to the long-established policy of this government— 
‘‘Peace, Commerce, and honest friendship with all nations— 
Entangling alliances with none.” 


It is fortunate that the purport of the Resolution has 
not been misunderstood or its significance underestimated 
abroad. Nothing contributes to good understanding between 
nations more than a firm and well-defined foreign policy. A 
weak, or uncertain, foreign policy inevitably invites contempt 
if not attack. If it be well understood once and for all 
among all nations that the United States has returned to 
the policy which it maintained with firmness, dignity, and 
success for more than a century; that we will seek within 
justice and honor to establish and maintain friendship with 
all nations; that we will neither interfere with their political 
affairs nor permit them to interfere with ours, with such an 


understanding is bound to come greater respect from and far 
more cordial relations with all peoples. 

The hopes entertained that the Great War was to give 
us a new world have not been realized. We are compelled to 
shape our course and determine our policy in the midst of 
affairs but little different from what they were when our 
government was organized. The weight of armaments is 
heavier now than at any time in recorded history, except in 
the midst of war. Boundary lines are yet unsatisfactory. The 
urge for expansion and the demand for territory are little 
different than 150 years ago. We should not hasten to 
abandon old policies once accepted as wise until we are sure 
conditions have changed which made those policies neces- 
sary. The traditions, policies and precepts of our country, 
domestic or foreign, which have become interwoven in the 
moral and intellectual fibre of our people, the traditions, 
customs, mode and standards of living, are a part of the 
people’s wealth, an indispensable part of a nation’s strength 
and the surest guarantees of continued national power. The 
test of greatness in a people has always been capacity to build 
the new into the old, to graft the demands of the present 
onto the experience of the past. It is wise to preserve as well 
as to create. We should not indulge in false theories or false 
hopes. The stakes are too heavy. 

The Congress, therefore, in viewing the whole situa- 
tion, declared, in the language of the Majority Leader, 
Senator Robinson: “We want no war. We want peace. 
Europe must understand we will contribute neither of our 
manpower nor of our wealth to her conflicts.” 

The foreign policy which offers peace to all nations, 
political commitments, express or implied, with none, may 
not be perfect. But it is more nearly perfect, especially for 
a self-governing people, than any which has yet been devised. 
Thus, armed with a sense of justice toward other nations 
on the one hand, and a sense of duty toward our own people 
on the other, this nation will remain at peace with all na- 
tions who want peace; and if there be those who do not 
want peace and will not have peace, we under such cir- 
cumstances need have no fear. 


Proclamations by President Roosevelt 


On Traveling on Vessels of Belligerent Nations 


HEREAS Section Six of the Joint Resolution of 
Congress, approved Aug. 31, 1935 (Public Reso- 
lution No. 67, Seventy-fourth Congress), provides 


that— 

“Whenever, during any war in which the United States 
is neutral, the President shall find that the maintenance of 
peace between the United States and foreign nations, or the 
protection of the lives of citizens of the United States, or 
the protection of the commercial interests of the United 
States and its citizens, or the security of the United States 
requires that the American citizens should refrain from trav- 
eling as passengers on the vessels of any belligerent nation, 
he shall so proclaim, and thereafter no citizen of the United 
States shall travel on any vessel of any belligerent nation 


except at his own risk, unless in accordance with such rules 
and regulations as the President shall prescribe. Provided, 
however, that the provisions of this section shall not apply to 
a citizen traveling on the vessel of a belligerent whose voyage 
was begun in advance of the date of the President’s proc- 
lamation, and who had no opportunity to discontinue his 
voyage after that date. And, provided further, that they 
shall not apply under ninety days after the date of the Presi- 
dent’s proclamation to a citizen returning from a foreign 
country to the United States or to any of its possessions. 
When, in the President’s judgment, the conditions which 
have caused him to issue his proclamation have ceased to 
exist, he shall revoke his proclamation and the provisions of 
this section shall thereupon cease to apply.” 
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And, whereas, war now unhappily exists between Ethi- 
opia and the Kingdom of Italy; and, 

Whereas, I find that the protection of the lives of citi-: 
zens of the United States requires that American citizens 
should refrain from traveling as passengers on the vessels of 
either of the belligerent nations; 

Now, therefore, I, Franklin D. Roosevelt, President of 
the United States of America, acting under and by virtue of 
the authority vested in me by the said Joint Resolution of 
Congress, do hereby admonish all citizens of the United States 
to abstain from traveling on any vessel of either of the bel- 
ligerent nations contrary to the provisions of the said joint 
resolution ; and, 





I do hereby give notice that any citizen of the United 
States who may travel on such a vessel, contrary to the pro- 
visions of the said joint resolution, will do so at his own risk. 

In witness whereof, I have hereunto set my hand and 
caused the seal of the United States to be affixed. 

Done at the City of Washington, this fifth day of Octo- 
ber, in the year of our Lord Nineteen Hundred and Thirty- 
five, and of the Independence of the United States of America 
the One Hundred and Sixtieth. 

FRANKLIN D. ROOSEVELT. 
By the President. 
Cordell Hull, 


Secretary of State. 


On Traffic in Arms 


\ , YHEREAS Section 1 of a joint resolution of Con- 
gress, entitled “Joint resolution providing for the 
prohibition of the export of arms, ammunition, and 
implements of war to belligerent countries; the prohibition 
of the transportation of arms, ammunition and implements 
of war by vessels of the United States for the use of bel- 
ligerent States; for the registration and licensing of persons 
engaged in the business of manufacturing, exporting, or im- 
porting arms, ammunition, or implements of war; and 
restricting travel by American citizens on belligent ships 
during war,” approved Aug. 31, 1935, provides in part as 
follows: 

“That upon the outbreak or during the progress of war 
between, or among, two or more foreign States, the Presi- 
dent shall proclaim such fact, and it shall thereafter be un- 
lawful to export arms, ammunition, or implements of war 
from any place in the United States, or possessions of the 
United States, to any port of such belligerent States, or to 
any neutral port for trans-shipment to, or for the use of, a 
belligerent country.” 

And whereas it is further provided by Section 1 of the 
said joint resolution that 

“The President, by proclamation, shall definitely enu- 
merate arms, ammunitions, or implements of war, the export 
of which is prohibited by this act.” 

And whereas it is further provided by Section 1 of the 
said joint resolution that 

“Whoever in violation of any of the provisions of this 
section, shall export, or attempt to export, or cause to be 
exported, arms, ammunition or implements of war from the 
United States, or any of its possessions, shall be fined not 
more than $10,000 or imprisoned not more than five years, 
or both, and the property, vessel, or vehicle containing the 
same shall be subject to the provisions of Sections 1 to 8, 
inclusive, Title 6, Chapter 30, of the act approved June 15, 
1917. (40 Stat. 223-225; U. S. C. Title 22, Secs. 238- 
245).” 

Now, therefore, I Franklin D. Roosevelt, President of 
the United States of America, acting under and by virtue of 
the authority conferred on me by the said Joint Resolution 
of Congress, do hereby proclaim that a state of war unhap- 
pily exists between Ethiopia and the Kingdom of Italy; and 
I do hereby admonish all citizens of the United States or 


any of its possessions and all persons residing or being within 
the territory or jurisdiction of the United States or its pos- 
sessions to abstain from every violation or the provisions of 
the Joint Resolution above set forth, hereby made effective 
and applicable to the export of arms, ammunition or imple- 
ments of war from any place in the United States or its pos- 
sessions to Ethiopia or to the Kingdom of Italy, or to any 
Italian possession, or to any neutral port for trans-shipment 
to, or for the use of, Ethiopia or the Kingdom of Italy. 

And I do hereby declare and proclaim that the articles 
listed below shall be considered arms, ammunition and imple- 
ments of war for the purposes of Section 1 of the said Joint 
Resolution of Congress: 


CATEGORY I. 

1. Rifles and carbines using ammunition in excess of 
calibre 26.5 and their barrels. 

2. Machine guns, automatic rifles and machine pistols 
of all calibres and their barrels. 

3. Guns, howitzers and mortars of all calibres, their 
mountings and barrels. 

4. Ammunition for the arms enumerated under | and 
2 above, i. e., high-power steel-jacketed ammunition in excess 
of calibre 26.5, filled and unfilled projectiles and propellants 
with a web thickness of .015 or greater for the projectiles 
of the arms enumerated under 3 above. 

5. Grenades, bombs, torpedoes and mines, filled or un- 
filled, and apparatus for their use or discharge. 

6. Tanks, military armored vehicles and armored 
trains. 

CATEGORY II. 

Vessels of war of all kinds, including aircraft carriers 
and submarines. 

CATEGORY III. 

1. Aircraft, assembled or dismantled, both heavier and 
lighter than air, which are designed, adapted and intended 
for aerial combat by the use of machine guns or of artillery 
or for the carrying and dropping of bombs, or which are 
equipped with, or which by reason of design or construction 
are prepared for, any of the appliances referred to in Para- 
graph 2, below. 

2. Aerial gun mounts and frames, bomb racks, torpedo 
carriers and bomb or torpedo release mechanisms. 
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CATEGORY IV. 

Revolvers and automatic pistols of a weight in excess 
of | pound 6 ounces (630 grams), using ammunition in ex- 
cess of Cal. 26.5, and ammunition therefor. 

CATEGORY V. 

1. Aircraft assembled or dismantled, both heavier and 
lighter than air, other than those included in Category III. 

2. Propellers or air screws, fuselages, hulls, tail units 
and undercarriage units. 

3.. Aircraft engines. 

CATEGORY VI. 

(.‘  Livens projectors and flame throwers; 

(2) Mustard gas, lewisite, ethyldichlorarsine and 
methyldichlorarsine. 

And I do hereby delegate to the Secretary of State the 
States, charged with the execution of the laws thereof, the 
utmost diligence in preventing violations of the said joint 


resolution, and this my proclamation issued thereunder, and 
in bringing to trial and punishment any offenders against 
the same. 

And I do hereby delegate to the Secretary of State the 
power of prescribing regulations for the enforcement of Sec- 
tion | of the said joint resolution of Aug. 31, 1935, as made 
effective by this my proclamation issued thereunder. 

In witness whereof, I have hereunto set my hand and 
caused the seal of the United States to be affixed. 

Done at the city of Washington this 5th day of October, 
in the year of Our Lord nineteen hundred and thirty-five, 
and of the independence of the United States of America 
the one hundred and sixtieth. 

FRANKLIN D. ROOSEVELT, 
By the President: 
CORDELL HULL, 
Secretary of State. 


Compulsory Government Planning 


By DAVID P. BARROWS, Former President of the University of California. 
Delivered October 8, 1935, under the auspices of the Committee on Civic Education by. Radio of the National Advisory 
Council on Radio in Education and the American Political Science Association, and the National Municipal League, 
over a nationwide N. B. C. network 


IRST, there have been many societies in the world 
before, of which we have satisfactory historical evi- 
dence, that planned the social and economic life of their 
subjects and used the coercive and punitive power of the 
state to enforce these plans. But I do not know of any in- 
stances where, in the long run, the results were to the distinct 
benefit of the population affected. No government, even if it 
drew into its staff those persons of longest vision, of highest 
talent, of greatest energy, has yet demonstrated that its 
efforts in the economic field were a wholly advantageous 
substitute for the judgment of individuals working on their 
own behalf, guided by their own self-interest, and constantly 
educated by having to foot the cost of their own mistakes. 
A second limitation upon governmental planning of 
economic affairs is that it broadens, standardizes, and in- 
creases waste. The advocates of governmental planning 
charge individual economy with waste, and there is no deny- 
ing the waste that takes place in a capitalistic and individu- 
alistic society where the farmers or manufacturers produce 
what they please, and the buyers purchase what they please. 
Over-production may occur; fashion may change; public 
taste alter; a good article may be displaced by a better. All 
this will occasion waste, scrap, market glut. But waste is 
reduced and localized by letting individuals bear the con- 
sequence of their own mistakes, improvidence, unintelligence, 
and folly, rather than by attempting on a national scale to 
spread this waste through a nation-wide pooling of its con- 
sequences. In a society organized on the basis of individual 
success or failure, the bulk of individual failures are absorbed 
and do not occasion widespread and universal disaster. On 
the other hand, enforced governmental planning, which can 
not be infallible, broadens and spreads the consequences of 
error until the whole economic body is affected. There are 
enough historical instances of government planned and en- 


forced economic activity that failed. I might cite the Dutch 
culture system of Java, or the Spanish estanco or tobacco 
monopoly of the Philippines. In both cases the natives were 
compelled to follow government plans in their crop produc- 
tion. Both enterprises cost the natives very dearly, and both 
failed and were terminated by government because they be- 
came economically impossible to defend. These instances 
might be multiplied; and, on the other hand, I know of no 
clearly definite cases which ended in ultimate success and 
in beneficial results to the population affected. We know less 
than the full facts about the actual consequences of the 
Soviet Five Year Plan, but the best disinterested informa- 
tion obtainable shows that this plan, widely heralded and 
much advocated elsewhere today, was the most wasteful ex- 
periment in social and economic organization ever tried. I 
may be controverted on this judgment, but I dare affirm 
that in spite of all the sacrifices of the Russian people in the 
last eight years, through trying to realize an enforced gov- 
ernment plan, the national wealth and national income of 
Russia have not increased, and that Russia today may be a 
poorer country than when she entered upon her grandiose 
scheme. 

The third limitation upon planning is that it can not 
be carried out on the basis of any system that is representa- 
tive. It requires dictatorial government. From the best that 
we can see, there is an inherent incompatibility between the 
type of government capable of effecting an enforced planning, 
and of a free society that intends to remain free. 

The fourth limitation is, that for any type of govern- 
mental regimentation of this kind, you must have a docile 
population habituated to obedience to official authority, This 
is emphatically what we do not have in the United States 
of America. The American people have never respected the 
decrees of government when they ran counter to their per- 
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sonal interests. Let me give you two instances. In 1763, at 
the end of British success over France in North America, 
the British government drew a famous line of demarcation 
along the coast of the Allegheny range. The American 
colonists were to stay east of that line. The land to the west, 
won by England, was to remain Indian country, forbidden 


to American colonization. Did the American colonists 
respect this order of their King? They did not. Contrary to 
the act of the Throne, disobedient to this august decree, 
they broke through the Alleghenies and possessed themselves 
of the valleys of the Ohio and the Mississippi. The names 
of some of the greatest frontiersmen in American life, whose 
heroism still resounds in our ears, were leaders in this act 
of disobedience to decrees of authority. Years later, the 
United States Congress attempted to do the thing a second 
time. It drew a line west of the Mississippi from Canada 
to Texas and declared that west of that line should be Indian 
territory. And as for the American frontiersmen, Congress 
said, “They shall not pass.’ A long line of army forts was 
built, all the way from the Great Lakes through the present 
state of Oklahoma, to maintain this policy of Congress. The 
Indian tribes were gathered together—Cherokee, Choctaw, 
Seminole, Mohawk—and transported to their new home. 
The great plains were to remain forever, or ‘as long as the 
grass grew and the water ran,’ a vast hunting ground for 
our Indians. Did the American people respect this act of 
Congress? They did not. The western movement took on an 
immediate impulse, and the vast plains and prairies of the 
Indian country are today covered by the farms and cities of 
the American settlers. The national character of the Amer- 
ican people will not accept policies of national authority 
which in their own minds run contrary to their interests. 
This is a part of our revolutionary inheritance, and until it 
is eradicated from our blood, the national attitude constitutes 
a limitation upon governmental planning. Farmers may sub- 
mit to the restriction of their production as long as govern- 
ment, at great cost, makes it profitable to them; but as the 





potato growers of this country have already proclaimed, they 
will defy an action of national authority if it trespasses upon 
their freedom to produce and market, to the hurt of their 
private interests. 

The fifth limitation upon government planning is the 
absence of an administrative corps competent to carry out 
such large ideas. For 2% years, mighty efforts have been 
made to extemporize such a corps, but we still await evidence 
that there is an administrative capacity in the huge army of 
governmental employees who have been summoned to execute 
these plans, or in their administrative heads, in any way 
adequate to the purposes declared. After all, it accomplishes 
very little good to make unprecedented appropriations of 
money, to devise elaborate plans on paper, if the directive 
talent is lacking to expend these moneys wisely, and if a 
trained corps of civil servants, experienced in their tasks, is 
not at hand to execute these commnads. 

To illustrate: Among the organizations that govern- 
ment has devised to direct, control, and coerce the economic 
life and activity of the nation, the CCC Camps stand out 
above others as successful. I venture to say that the reason 
is clear. The President committed this effort to two highly 
trained and experienced branches of our service with pro- 
fessional knowledge of what they were to do and with a 
high esprit de corps permeating rank and file. He gave to 
the United States Army the task of building and adminis- 
trating the camps, constructing the necessary roads and 
assembling the transportation to supply the companies of 
youthful workers. There was a trained personnel available. 
It was work familiar through experience. Success has fol- 
lowed. And the actual organization of the labor behind these 
camps, whereby the government might derive some com- 
pensation for its expenditure, was entrusted to another highly 
trained, experienced corps, the United States Forestry Ser- 
vice. In public administration, or in the conduct of any pro- 
jects on a vast scale, there is no substitute for a trained 
personnel. That we do not have. 


Printing-Press Credit 


By FORMER PRESIDENT HERBERT HOOVER 
Delivered at Oakland, California, before the Young Republicans of Eleven Western States, October 5, 1935 


ADIES and Gentlemen: 
You represent the young men and women in 
American life. Before you is the responsibility of 
determining the fate of your generation. Three years ago 
we were warning America against the consequences of the 
adoption of the ideas and the system which have since been 
forced upon us. You have now had nearly three years in 
which these ideas and policies have dominated the nation. 
They are no longer glowing promises of the more 
abundant life. They are no longer emotional expressions of 
high objectives or good intentions. They are practices in 
government. You now deal with somber realities. Now 
they can be examined and appraised in the cold light of daily 
experience. 
And we have need to awake from the spell of hypnotic 
slogans. Phrases can be made to scintillate like the aurora 


EGIBED aE RIE & 


borealis, but such phrases are of as much practical utility in 
government of a great people as the aurora itself. The issue 
of America is not a battle of phrases but a battle between 
straight and crooked thinking. 

We need a return from muddling to sanity and realism. 
We need to test ideas and actions with the plain hard com- 
mon sense which the American people possess more greatly 
than any other nation. We must bring that common sense 
into use if we are to resume the march of real progress. 

The few minutes of this occasion do not afford time for 
examination or discussion of the enormous range of actions 
and confusions of public mind in these last three years. I 
therefore shall confine myself on this occasion to one hard, 
practical subject—the fiscal policies of this administration. 
In plain words, I will discuss this policy of deliberate spend- 
ing of public money. 
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I am taking up this issue because in this gigantic spend- 
ing and this unbalanced budget is the most subtle and one 
of the most powerful dangers which has been set in motion 
by this administration. If it be continued, its result to you, 
the young men and women of America, is as inexorable as 
an avalanche. 

We must first examine the record as to what is being 
done and then diagnose the consequences. 

As to the records, if you will examine the reports of 
the Bureau of the Budget you will find that the Roosevelt 
administration has changed the form of publishing govern- 
mental accounts. That raises a barrier against easy com- 
parisons with previous administrations. 

Republican administrations were old-fashioned and 
simply put expenses down on one side of the ledger and 
receipts on the other. They did not try to fool the taxpayer 
or make the taxpayer feel better than he really was. 

Under the New Deal the expenditures have been divided 
into “regular” expenditures and “emergency,” or “recovery,” 
expenditures. These are new words for an old South Ameri- 
can and European device of dividing the budget into “ordi- 
nary” and “extraordinary” budgets. 

That device is most helpful in abundant spending. By 
liberalism in what you designate as the “emergency” and 
“regular” expenditures you can blandly pronounce the ordi- 
nary budget as balanced. 

Then all your deficit is concentrated in the “extraordi- 
nary,” or “emergency,” part of the budget, and, having made 
the deficit a plausible necessity, you justify borrowing and 
make the spending happier for everybody. The theory is that 
the next generation should pay for the emergencies of this 
veneration. 

The report of the Federal Budget Bureau shows that 
large items which have been an essential part of the govern- 
ment expenditures for years have now been styled “emer- 
gency.” The vast area of spending through loans guaranteed 
by the government is not represented in the budget with any 
taxpayer's liability. Under this arrangement the losses on 
that will come to the next generation. 

And there are large items now excluded from the state- 
ments of expenditures which improve the looks of the ac- 
counts.. These jugglings will no doubt ease the taxpayer’s 
mind, but they will not relieve his pocket. 

However, we can with diligence dig the facts out from 
under these methods, and despite all these obstacles can com- 
pute with fair certainty from the present commitments where 
the nation will be in another fifteen months. 

The first conclusion is that all losses counted in the 
expenditures are now running over $8,000,000,000 a year. 
The annual deficit is running nearly three and a half bil- 
lions. These deficits are, of course, added to the national 
debt. 

The second conclusion is that the unpaid government 
obligations which will fall upon the taxpayer at the end of 
the Roosevelt administration will exceed $35,000,000,000. 

The third conclusion is that this peace-time debt will 
at the end of 1936 exceed our World War debt by ten bil- 
lions, and the cost of the peace-time New Deal threatens to 
exceed that of the great war. 

Incidentally, outside of recoverable loans, the Roosevelt 
administration spending will exceed the Hoover administra- 


tion by from $14,000,000,000 to $15,000,000,000. I always 





have difficulty trying to comprehend what $14,000,000,000 
or even $3,500,000,000 really is. But I know that even the 
mere $3,500,000,000 would buy me 90,000,000 suits of 
clothes. At least that is about one suit for every mile be- 
tween the earth and the sun. 

It is, of course, true that during the last year of the 
last Republican administration deficits were incurred. Just 
as advance information on misrepresentation, I may state 
that the deficits of those years were not as large as are being 
made to appear by the New Deal publications. They include 
expenditures which the New Deal now excludes in publishing 
its own accounts. They also include over two billions of 
loans to industry, agriculture and banks, which have since 
been mostly collected and spent by the New Deal administra- 
tion. 

But the important thing is that the Republican adminis- 
tration genuinely endeavored to balance the whole govern- 
ment budget. That was not a pious subterfuge. It was a 
definite program. 

The record shows that in the year 1931 the Democratic 
Congress was urged to enact additional revenues of $1,200,- 
000,000 and to cooperate in a cut of $600,000,000 of less 
pressing expenditures. Only a part of this revenue was 
wrung from the Democratic Congress after nearly six months 
of fighting, delay and obstructions, punctuated by vetoes of 
pork-barrel appropriations. 

Even then over half of the recommended decreases in 
expenditures were rejected. Again in 1932 $700,000,000 of 
additional revenue and $300,000,000 of additional reductions 
in expenditures were urged, and again, after months of delay, 
were refused altogether. 

It is not overstatement to say that had the Republican 
principles of balancing the budget been accepted in 1931 and 
1932 the final stone in the foundation of permanent recovery 
would have been laid three years ago instead of deferred 
for years hence. 

I do not need recall the promises so vigorously put 
forward by the Democratic platform, the Democratic candi- 
date and the Democratic orators in the campaign of 1932— 
the promises that they would balance the budget and reduce 
expenditures by one billion a year. 

I may suggest that our opponents in 1932 would have 
received far less votes had they disclosed to the country their 
intention to increase the expenditures by $14,000,000,000 
in four years; or had they disclosed that they would main- 
tain a deficit of three and a half billions per annum; that 
they would increase the numbers of the government bu- 
reaucracy by 160,000 persons and create 5,000 paid com- 
mittees and commissions. 

They would have lost still more votes had they informed 
us that they would abandon the gold standard; that they 
would devalue the dollar by 41 per cent; that they would 
repudiate government obligations; that they would seek to 
circumvent the Constitution; that they would attempt to 
socialize and regiment Americans. 

It is perhaps not an overstatement that on the now 
demonstrated principles of this administration they could not 
have won the election of 1932. 

But the wreckage of representative governments 1s 
strewn with broken promises. 

I do not need to tell any one within the sound of my 
voice of that huge waste in government expenditures that 
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is going on. Every one of you knows instance after instance 
of waste and folly in your own city and village. It appears 
day by day in the headlines of your papers. Think it over 
and multiply it by all the thousands of other towns and com- 
munities in the United States and get the appalling total. 

I would call your attention to the numbers and potency 
of the army of spenders which has been created. According 
to the reports of the Civil Service Commission, there were 
about 573,000 civilian employees in the Federal Government 
at the end of the Coolidge administration. There were about 
565,000 at the end of the Hoover administration. 

There are 730,000 today. And this does not include 
some 100,000 part-time paid members of some 5,000 com- 
mittees and agencies of one sort or another who all spend 
money. Nor does it include the people on relief. 

The whole system of non-political appointments under 
the civil service which had been steadily built up by every 
administration for years has now been practically ignored. 
Almost (sic) this whole addition of 260,000 new people on 
the Federal payroll constitutes the most gigantic spoils raid in 
our history. Even Andrew Jackson appointed less than 
10,000. 

Whenever you increase the numbers of political bu- 
reaucracy you not only have to pay them but they are veri- 
table research laboratories for new inventions in spending 
money. Bureaucracy rushes headlong into visions of the 
millennium and sends the bill to the Treasury. And there 
are three implacable spirits in bureaucracy—self-perpetuation, 
expansion, and demand for more power. Moreover, they 
also serve to help win elections. 

The Roosevelt administration is now clutched in the 
meshes of the gigantic spending bureaucracy which it has 
created. Even with expenditures of some eight billions 
annually, with deficits of about $3,500,000,000, there is to 
be no “breathing spell” in spending, as witness the ten bil- 
lions of new appropriations just passed by Congress. 

One administration writer kindly assures us that the 
budget will be balanced four years hence in 1939. That 
happy ending no doubt marks the end of anything to spend. 

Incidentally, the Congress supinely surrendered one of 
the hardest won battles of human liberty—the control of 
the nation’s purse. 

When we protest at those expenditures we are met with 
the sneer, ““Would you let the people starve?” No. Never. 
It was, in fact, a Republican administration that in 1930 
announced that no American should go hungry or cold 
through no fault of his own. It organized the relief so 
effectively by cooperation of the Federal Government with 
the State and local authorities that the public health actually 
improved during that whole period. 

And here let me pay tribute to the thousands of devoted 
men and women who gave of their time and energies to 
conduct that relief over three long years. Theirs was no 
political objective. Nor was it their object to spend the 
people’s money to prime economic pumps, nor to make social 
experiments which delayed real jobs. Theirs was a solicitude 
that those in distress from no fault of their own should be 
tided over until productive jobs returned. 

Real relief is imperative, but its necessary and generous 
cost unmixed with other objectives would be but a minor 
part of this eight billions per annum. The presumed purpose 
of this spending has been to secure recovery. And we may 





well inquire what has been accomplished toward finding real 
jobs in productive industry and commerce by this roaring 
torrent of Federal spending and deficit. 

The best measure of the depression is the number of 
unemployed. Justly, I take the date of the election of No- 
vember, 1932, for this test. For months prior to that election 
unemployment had been steadily decreasing, but with the 
election industrial orders were canceled; the nation at once 
slowed down its engine. 

As the fiscal and currency policies of the New Deal 
were gradually disclosed, the nation skidded into a bank 
panic. From the day of that election the New Deal policies 
dominated economic and business life. 

In October, 1932, prior to the election, there were 
11,585,000 people out of work, according to the American 
Federation of Labor. Sixty days ago, two years and eight 
months after the election, after all this gigantic spending, 
there were still 10,900,000 unemployed, according to the 
same authority, or a decrease of only 700,000. 

And if it were not for artificial support of industry 
by this hugely increased flood of government money the un- 
employment would be greater than in 1932. 

In any event, all this spending of deficits has not conse- 
quently restored genuine jobs in industry and commerce. The 
reduction of the unemployed was its only conceivable justifi- 
cation. As a matter of fact, until the Supreme Court deci- 
sions of last Spring the industrial world had been so scared 
as to stifle employment. By destroying confidence the ad- 
ministration has retarded recovery. 

Since those Supreme Court decisions the nation is show- 
ing some hopeful signs of progress. Every American prays 
that it may be genuine and come quickly—not alone because 
it would end infinite misery but because with recovery would 
come an atmosphere in which the vast problems of the nation 
can be solved more rationally and more fully. They could 
be solved in a spirit of Americanism rather than be domi- 
nated by the spirit of Europeanism. 

But whatever recovery we have is constantly endangered 
by this riotous spending and this unbalanced budget. We 
cannot spend ourselves into real prosperity. Certainly an 
artificial prosperity can be created by borrowing to spend, 
whether by individuals or governments. That is joyriding 
to bankruptcy. 

These gigantic budget deficits must inevitably be paid 
for somehow, some time. There are only three ways to meet 
the unpaid bills of a government. The first is taxation. The 
second is repudiation. The third is inflation. 

Already our country is highly taxed. Our total taxes 
today—Federal, State and local—are the highest of any great 
country in the world except the British, even in proportion 
to our national income. But the British have a balanced 
budget and are yearly reducing taxes. 

We, even with our burden of taxes today, must take on 
the further load from a budget about 50 per cent balanced. 
We are on the way deeper into the morass of more and more 
taxes. The British are on their way out of the stifling 
swamp of taxation. 

Who will pay these taxes? We have just seen a tax 
bill estimated to produce $300,000,000 per annum. That 
apparently could not have been designed to meet the regular 
annual deficit of three and a half billions. 


It was put 
forward with the slogan “Soak the Rich.” 
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But with the passage of that bill the rich are now 
“soaked.” We may therefore conclude that some one else 
will have to meet the $3,250,000,000 remaining annual 
deficit if the bill is paid. 

If it is paid by taxes, those taxes must fall on the so- 
called economic middle class and the poor. ‘There is no 
one else left. The poor will pay out of indirect taxes, 
hidden in the rent and everything they buy. And when the 
price of the necessaries of life to those who have but a living 
wage is advanced by hidden taxes, those people are not 
sharing a surplus with the government. They have no 
surplus. 

The poor must go without something in order to pay 
the taxes wrapped up in the package they take from the 
store. Every butcher knows that today the poor are de- 
priving themselves of bacon and meat. 

The economic middle class—whether they be farmers 
or workers at the bench or the desk, professional or business 
men—produce 80 per cent of the national income. They, 
like the poor, will pay by indirect taxes in the cost of living, 
and in addition, they will pay again and again in direct taxes. 

No matter where you place taxes, the bulk of them 
must come from those who work and produce. 

The subtle process of issuing government bonds to pay 
that deficit not only leaves it to be paid from your lifelong 
earnings, but it daily creates new dangers. No doubt these 
unpaid bills can be canceled by repudiation. 

The New Deal form of repudiation is devaluation. We 
can further devalue the dollar—which is, of course, repudi- 
ation on the instalment plan. Devaluation is a modern and 
polite term for clipping the coin. Rome relied upon this 
method during its decline. 

lf devaluation has the inflationary effect that the New 
Deal claims, then in the long run it raises the prices of every- 
thing we buy and the cost of living goes up to everybody, 
farmer and worker alike. ‘The loss comes out of the people. 
But more than that, the returns from your insurance policy, 
your savings account for old age, and your children, your 
veteran’s allowance, and your old age pension, are also de- 
pleted in purchasing power. 

Who then pays? It is the same economic middle class 
and the poor. That would still be true if the rich were 
taxed to the whole amount of their fortunes. 

It is not my purpose to discuss the credit or currency 
policies of this administration, but you may put it down both 
economically and historically that every continued govern- 
ment deficit has led to inflation in some form. That is the 
implacable avenger of profligate spending in government. 

Our government today is in large degree financing its 
deficit by credits from banks and financial institutions upon 
the government promise to pay. By this action a large part 
of that credit is being manufactured. 

I will not take your time to describe the process. It is 
a sort of Dervish dance, whirling from budget deficits to 
government bonds, from bonds to bank credit, from bank 
credit to more government spending. ‘That is one of the 
oldest and most dangerous expedients used by spendthritt 
governments. The new banking laws make it all easy. 

Governments must, in some emergencies, finance 
through the banks. But it must be only for the short interval 
necessary to raise increased revenues and reduce expenses. 

The general public mind has been focused on the notion 


that inflation consists merely of printing-press money. There 
is also printing-press credit. That is a subtle daily increasing 
danger. Already it has contributed to increase the price of 
the things you buy and the cost of living. 


The present rise in the stock market is ample proof that 
some people know it. There is a place on that road where 
there lurks an appalling national peril. We have not reached 
these extremes, but that is the road we are traveling. The 
administration may not know where they are going, but they 
are taking us with them. 


Let us not forget that deficits and their resulting debts 
can be subtly accumulated to a volume where in agony 
democracy cannot be led to shoulder the taxes to lift them. 
The tragedy is that the people at large are lulled into the 
belief that these borrowed deficits cost them nothing; that 
they do not have to pay; that the money comes out of some 
indefinite source without obligation or burden to them. 


Deficits and debts can be paid by other forms of in- 
flation, such as printing-press money—and then you go down 
the road that led Germany to ruin. Who paid in Germany? 
The economic middle class and the poor. The farmer, the 
worker, the business and professional people—none escaped 
ruin, 


They paid by the loss of all their savings; they paid 
until they were reduced to a universal and unparalleled 
poverty. ‘They paid more than this; they paid with liberty 
in the gutter, for universal poverty created a gigantic 
tyranny. 

These indirect or direct schemes of inflation have been 
the curse of the earth since the World War. They were 
one of the causes of our mad speculation in 1927 to 1929. 
They were the immediate cause of the European collapse 
in 1931 and the world-wide depression. 

And let me say that if the history of the last hundred 
years teaches anything, it is that inflation is more dangerous 
to a people than war. It has been the abyss into which de- 
mocracy has fallen in these recent years. It has been the 
cradle of tyranny in a dozen countries. And they all started 
by inflating bank credit. 

It is easy to overstate the dangers. We yet have time 
to save any such peril. But you will find that my view is 
a mild remonstrance compared to that of President Roose- 
velt’s own Director of the Budget, who resigned because of 
these policies. 

Even if these greater dangers of inflation be avoided, 
who will pay the bill in the end? These billions of wasteful 
deficits will be paid by putting our hands into the pockets 
of you who are young and keeping them there all your life- 
time. It is not only a reduction of your standard of living 
but of your freedom and your hopes. 

There can be no device by which the people may escape 
paying for this spending. 

Here is where common sense cries out to be heard. The 
folly and waste must be cut out of this expenditure and the 
Federal budget balanced or we shall see one of these three 
horsemen ravage the land—Taxation, or Repudiation, or 
Inflation. 

We are asked for a constructive program. The first 
step is a sound fiscal policy. 

This flood of spending is but one of the many realities 
of the New Deal. It is your duty to examine them all with 
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the torch of common sense and appraise them in the sole 
light of the future of America. 

And you should examine them with open mind. You 
will find some that you should commend. You will find 
some of right objective and wrong method, such as the acts 
regulating securities, the old age pensions and unemploy- 
ment insurance. You will find many that are destructive 
of every ideal and aspiration of American life and will 
destroy the value of all the acts that are good—and more. 

And there is but one test you should apply—will these 
measures restore the prosperity of America? Will they re- 
store agriculture? Will they give real jobs instead of the 
dole? Will they maintain personal liberty? Will they 
make America a happier, a better place in which to live? 

In dealing with these great problems you need to 
remember that the shocks we have received from the war 
and the depression have created great despair and great 
discontent with representative government and _ individual 
freedom. Our system has faults, but these faults are but 
marginal. ‘They must be constantly corrected. 

Special privilege, exploitation of labor, the consumer, 
or the investor, have no right or part in it. But the soil 
of the American heritage of liberty is still fertile with vast 
harvest of human security and human betterment. 

Alert opposition and incisive criticism and debate are 
the safeguards of a republic. But that is not enough. The 
vast revolution in the powers of science and technology has 
placed within our grasp a future and a security never 
hitherto glimpsed by mankind. 

The people hunger for the comfort, the security, and 
the freedom of spirit which we know they may bring. But 


The Contribution 






we would have but an empty husk should they come at the 
sacrifice of liberty. 

Those securities will come if we do not stifle and hand- 
cuff the productive genius which alone thrives in freedom. 
In the large, our problem is to stimulate and utilize the 
great productive capacity of our people. . Herein is the great 
constructive program—to find the road by which we may 
attain the vast enrichments of science and technology within 
the province of private enterprise and personal liberty. 

Therein we must add the new upon the structure of 
the old—for therein lie the foundations of centuries of 
human effort. It will succeed not through vast generaliza- 
tions but through human sympathy, detailed policies, hard 
common sense, and political realism. That is the greatest 
opportunity of statesmanship in two generations. 


In the coming months the Republican party will meet 
in convention with the responsibility of determining its poli- 
cies. It will be the most vital convention since 1860. That 
convention should comprise the thousand best men of the 
Republican party. 

Theirs is the duty to enunciate great principles. They 
should be inspired to determine a program of policies to 
solve great issues. 


Minor issues, petty opposition, sectional interest, group 
ideas, and every shred of personal ambition must be dumped, 
that this great responsibility, this great spiritual purpose may 
be accomplished. 

None of these things must count in the fate of the 
nation. Upon the wisdom and courage of these men will 
depend the future of America. 


of Our Secondary 


Schools to Better Business and 
Industrial Conditions 


By EDWARD A. FILENE, Merchant 


Before the Convocatiom of The University of the State of New York, Celebrating the Tercentenary of Secondary 
Education in America, The State Education Building, Albany, New York, October 17, 1935 


R. PRESIDENT—Ladies and Gentlemen: 
M “Fools rush in where angels fear to tread.” 
Sometimes, I think, that is very fortunate. Edu- 
cation, like almost everything else today, is facing a crisis. 
The great educators themselves seem to be in quandary. But 
somebody has got to start something; and under the circum- 
stances, it may have to be some intrepid ignoramus. I make 
no further apology for being here. 
I think it is quite possible that you educators know what 
to do, but that you may be afraid to do it. And I have a 
theory, moreover, as to what you are afraid of. I think you 
are afraid of the fools. 
Suppose you were to do the things which should be 
done—the fools might see to it that you would lose your jobs. 
That problem, at least, isn’t entirely new. It came up 





dramatically, some years ago, in the State of Tennessee. The 
question was: Who are the rightful directors of education 
—the educated or the uneducated ? 

And the answer was: the uneducated. 

Politically, that answer is incontrovertible. The edu- 
tors must educate in the way the boss tells them to educate 
—whether the boss be an ignorant dictator or an ignorant 
public. 

If the will of the people is supreme—and there was a 
time in America when the will of the people was well-nigh 
supreme—then the school teacher must obey the orders of 
the people, no matter how ignorant the people may be. 

He must not, for instance, teach the children anything 
which the parents do not want the children to know. 
Today we are hearing many arguments in behalf of 


mak is 


che ele SACS SE ala 


+ SON 


vars a eae 


Wann. 


46 


Vital Speeches of the Day 





academic freedom. I believe in academic freedom, but I do 
not think we are likely to get it by ignoring these academic 
facts. In the public schools, at least, the educator is the 
employee of the public; and if he goes counter to the preju- 
dices of the public, and the public finds it out, he is not likely 
to remain an employee of the public. 

In our higher institutions of learning, usually endowed 
by private capital, the educator is an employee of—but why 
bring that up? 

Yet we must bring it up. It’s a fact. There is little 
sense in blaming anybody for it. The capitalist who endows 
an educational institution may not do it because he is con- 
sciously interested in special propaganda. He may have 
excellent or not so excellent motives. He may be vain and 
simply wants his name associated with some such eminently 
respectable enterprise as a university; or he may be a great 
and modest philanthropist and idealist, who wants to bring 
to others those cultural advantages which he himself may 
lack. Big or small, however, people do not willingly give 
their money to enterprises which are antagonistic to their 
ideals, their convictions and even their prejudices. 

The believer in academic freedom may cry out against 
this. He may say it is a shame that our American colleges 
and universities are so influenced by business interests that 
the professor teaching the social sciences is not free to tell 
what he believes to be the truth, the whole truth and noth- 
ing but the truth. But that is all the good it will do. Until 
those who hire the teacher are willing to pay for his kind 
of teaching, the teacher who asserts his freedom to teach as 
he wants to teach must accept the consequences; and the 
consequences are likely to be that he will be freed from his 
job. 


It may seem that I am painting rather a dark picture 


one at least in which there is little outlook for academic 
freedom. But I am not. I am simply calling attention to 
facts. Education is a war on ignorance. Let ignorance 
hold the purse-strings and ignorance gets a certain definite 
advantage. But ignorance doesn’t win the war. We do 
make progress against prejudice and bigotry, even in educa- 
tional institutions which seem, at least to some critics, to 
have been designed to support that prejudice and bigotry. 

Many of our great educational institutions in America, 
for instance, seemed to be designed by their founders primar- 
ily for the propaganda of certain theological dogmas. Few, 
it any, Americans, however, hold such theological concepts 
now. Those dogmas have vanished; and they vanished 
largely by virtue of the education received in these insti- 
tutions. 

People may believe so profoundly in witchcraft that 
they will organize a school of witchcraft for the definite 
purpose of studying witchcraft so profoundly that its grad- 
uates may successfully defend it against its mightiest de- 
tractors. But when witchcraft is studied profoundly, it 
disappears. 

In America, our schools—and particularly our second- 
ary schools—have to a great extent been schools of rugged 
individualism ; but the more we study rugged individualism, 
the harder it is to find it... Its disappearance is nothing new. 
There simply never was such a thing as pure individualism 
in human life; for man cannot live unto himself. Of course, 
everything that is distinctly human—language, art, science, 
industry or education—is social. 


We had something here in America—something very 
precious—and something which we called individualism. 
What we actually had was a very interesting and peculiar 
social set-up. But we didn’t study the set-up. We just 
took it for granted. We didn’t try to analyze it. We didn’t 
compare this set-up with previous set-ups, to discover wherein 
it was different, what had brought about the ditference, and 
what further changes could logically be expected. Our at- 
titude, rather, was that Americans were free to do as they 
individually wanted to do; that each American was master 
of his own fate; that any boy, if he only worked hard enough, 
could become President; or, if he preferred to go into busi- 
ness, could eventually have everybody else working for him. 

There were plenty of things to cause this state of mind. 
‘There was an economic set-up here which did provide op- 
portunities such as no other civilization had ever known; 
and there was a situation which permitted personal liberty, 
along certain lines, which the older civilizations could not 
permit. All wage-earners here did not have to remain wage- 
earners; and their children, given an adequate education, 
could all hope to become capitalists. In fact, thousands and 
thousands of them did rise to power, especially to money 
power. 

A country where such things could happen was surely 
a great country. Most Americans, observers all agreed, 
were particularly ambitious—not noticeably ambitious for a 
better social order, not noticeably ambitious to achieve honest 
and efficient government of their cities, not noticeably am- 
bitious to suppress crime, to abolish poverty, to clean up the 
slums or to achieve any particular social goal, but ambitious 
for personal wealth and power over the lives of other 
Americans. 

I am not ridiculing this. I am not even criticizing it. 
It seems to me that it was almost inevitable, under the cir- 
cumstances, and that our educators could not, if they had 
wished, go very far in pointing out the absurdities and incon- 
sistencies of such a view of life. In such a country, most 
parents did not want their children to be educated to an 
understanding of socially applicable truths. They wanted 
their children fitted, rather, to get ahead—the mere fact 
that everybody couldn’t get ahead of everybody else being 
considered rather irrelevant. 

The parents might be poor and unemployed, but this 
did not necessarily lead them to become interested in the 
abolition of poverty and unemployment. If their children 
could become rich and powerful, that would seem to solve 
their problem perfectly ; and in America, by all the evidence, 
it was possible for poor children to become rich. The mass 
American mind, then, was not merely antagonistic to so- 
cialism: it was antagonistic to any social approach to the 
problems of business, industry and employment. It insisted 
on the individual approach—on the approach which would 
kindle personal ambition for wealth and fame and power. 

It is only a partial truth, at most, to say that our 
schools could not under the circumstances antagonize the 
aims of the rich and powerful. What they certainly could 
not do was to antagonize the hopes and dreams and life- 
long yearnings of the masses of Americans who wanted 
their children to become personally rich and powerful. 

Nor is there any sense in condemning such an attitude 
as selfish, greedy and immoral. The great majority, at least, 
of those who were striving for personal power were very 
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good people. 
wanted to become rich and powerful so that they could help 


They didn’t want to hurt others. They 
others. They wanted to build colleges and hospitals. It 
is possibly significant, of course, that this age of individualis- 
tic and anarchistic struggle for power was an age of violence 
and crime, when America became novorious among the civili- 
zations of the world by putting murder on a mass produc- 
tion basis. ‘We must remember, nevertheless, that it was 
an age of such large-scale philanthropy as the world had 
never known before; and even if we produced criminals 
by the carload, we also contributed magnificently to home 
and foreign missions. 

In such a civilization, what could the high schools do? 

The answer is that they could do just about what they 
did. 

They could add fuel to the flames of personal ambition, 
and they could glorify the civilization which offered so many 
prizes to its youth that there seemed to be no good excuse 
for any one’s not becoming much bigger than the average. 

They could also teach civics and economics—not actual 
civics and economics, but the kind which was in the text- 
books of rugged individualism. 

In the text-books, cities were governed by mayors and 
boards of aldermen, and the high school student was sup- 
posed to go on believing that. If the teacher happened to 
be a practical man and discovered who the real boss of the 
city was, and how he managed to hold his position, he was 
doubtless also sufficiently practical so that he did not tell 
his class) That would have been teaching real civics; and 
the gas company and the trolley company, and other lead- 
ing citizens who had been successful in the struggle for 
power, might not like it. They would probably have man- 
aged somehow to remind the Board of Education that the 
High School is “no place for radical agitators to be poison- 
ing the minds of youth under the guise of education.” 

In economics, also, teachers had to be careful. If they 
followed the text-books, they were safe; for text-book eco- 
nomics were flat and static and gave no hint of problems 
which would arise in the course of economic evolution. If 
events were pressing toward economic collapse, the teacher, 
if he knew it, could not point it out. If the situation was 
bound to bring nation-wide unemployment, with little op- 
portunity for the masses to earn even a bare living, to say 
nothing of their each achieving unlimited wealth and power, 
the teacher, unless he wanted to join the unemployed, would 
do well under the circumstances to keep his mouth shut and 
to go on explaining the “economic man.” 

If there were labor troubles in town—strikes and riots 
and social war—the teacher had to be particularly wary. 
If he was convinced, to be sure, that the sole fault of the 
strike lay with the strikers, he was allowed considerable 
academic freedom; but to analyze the strike, to discover its 
causes and, if there was violence, to discover what forces 
had really led to this violence—that was not considered 
legitimate economics. 

Remember, I am not blaming the teachers. They were 
hired employees. Their salaries were paid by the tax-pay- 
ers; and the strikers, as a rule, were not very important tax- 
payers. Not was it merely a case of their being hired by 
a public which had an erroneous social viewpoint. They 
were hired by a public which had no social viewpoint and 





did not want their children to get a social viewpoint. What 
they wanted—what even the strikers themselves might want 
—was that their children should become successful—suc- 
cessful especially as employers, in which case only those who 
did not count in this scheme of life would then be doing 
the striking. 

What the educators did, then, was under the circum- 
stances, sensible. Since everybody, practically, wanted to 
become successful, they took counsel of the successful— 
especially of successful business men—as to what course 
education should pursue. 

And all in all, it didn’t turn out very badly. 

These successful business men, to be sure, might not 
know anything about education; and they surely knew lit- 
tle, if anything, about what was actually brewing in America 
as a result of this lawless struggle for personal power. But 
they did know a good deal. They knew, for instance, that 
to be successful, they had to introduce more efficient methods, 
and they knew that these methods were constantly being 
discovered by fact-finding research. So they needed em- 
ployees, they knew, with scientific training. “They needed 
chemists and physicists and engineers. ‘They wanted prac- 
tical people, too, not dreamers. They didn’t want those 
who would take the old formulas for granted, as the last 
word on the subjects concerned. They wanted live, alert, 
analytical, objective thinkers who could discover things 
which had never been understood before. 

The result was that teachers who could teach chemistry, 
physics, mechanics or engineering in such a practical, objec- 
tive way were given almost complete academic freedom; 
providing, of course, that they stuck to their subjects and 
did not permit their truth-searching minds to wander into 
the so-called social sciences. 

That, I claim, was a great step forward; for it is some- 
thing rather new in human history to permit untrammelled 
research in any branch of science. The mind of the agrarian 
age was definitely set against it. Until very recent times, 
it was everywhere supposed that knowledge is handed down, 
not dug up; and that those who want the truth should go 
to old texts, not to new-fangled test-tubes, to discover it. 
And this agrarian-age mind, of course, is still with us, 
breaking out occasionally in strange, atavistic gestures. In 
Tennessee, as I mentioned, it drew the line at the teaching 
of biology; whereas the leading industrial minds drew it 
only at the teaching of history, morals, economics and sociol- 
ogy—unless that teaching were indoctrinated by them. 

But time passed on. Social evolution continued to func- 
tion in America, even if we did not permit our students to 
watch its operations; and there were such natural resources 
here, and so much human initiative released for their ex- 
ploitation, that America developed wealth and power such 
as the world had never known. Among other things, we 
developed machines that were so productive that they could, 
if operated at capacity, supply every American, not only 
with necessities and comforts, but with many luxuries of life. 

This power, however, was in the hands of those who 
knew how to get it—not in the hands of those who knew 
what to do with it. By all the rules, it seemed, they had 
a right to the power that they now possessed; and, like 
George Third, of controversial memory, they thought in 
terms of what seemed to them their divine right and not in 
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terms of the actual human facts. The fact was that these 
machines were not only able to supply the masses of Ameri- 
cans with an abundance of goods, and provide them all with 
lasting economic security, but they were so productive that 
their products could not be disposed of unless the masses 
were somehow enabled to purchase them, and their economic 
position made so secure that, instead of saving their money, 
they would buy what they wanted. 

In the contest for personal wealth, however, no ef- 
fective provision had been made to furnish the losers with 
buying-power. ‘Those who got the buving-power were sup- 
posed to keep it, excepting as they pave it away in charity; 
and it was now in the hands largely of a little group of 
prizewinners who, no matter how much they might indulge 
themselves, could not possibly purchase enough of the prod- 
ucts of these machines. And if the products of the machines 
could not be sold, obviously, the machines had to be slowed 
down. 

So there we were. America had become so productive 
that the masses sunk to poverty. The land of opportunity 
became a land of breadlines. ‘The nation where everybody 
had hoped to get ahead of everybody else, presently began 
to get nowhere very rapidly. All this, not because of any 
one’s evil intentions but because, with all our science and 
all our boasted practicality, we didn’t know the facts which 
now most needed to be known. 

We hadn’t permitted ourselves to learn them. Busi- 
ness men told the schools that they mustn’t teach such facts; 
and the schools turned out graduates who became success- 
ful in the fight for power but had little or no understanding 
of how the power could now be used successfully. 

For years, then, America looked to the leaders of in- 
dustry and business to lead the country out of this wholly 
unnecessary depression; and for years, those leaders just ran 
around in circles, trying to solve the problem of how 120,- 
000,000 people could avoid starvation if they happened to 
have an over-supply of food, or of how they could keep from 
freezing if they had more coal, cotton and wool than was 
necessary to keep every one warm. 

It wasn’t that they weren’t educated. Many were 
highly educated, but only on one side. They couldn’t take 
the machine anywhere because they had anchored it to a 
fixed idea. That’s what made them travel in circles. The 
machine was built by science. The fixed idea to which it 
was anchored was taken bodily from the ancient texts. The 
machine was ruthlessly social. The idea was sentimentally 
individualistic—an impractical idealization of rugged indi- 
vidualism. These leaders, then, could not lead America 
because they could not see America as a society in which 
it would be necessary to institute social controls, but saw 
it rather as an arena in which 120,000,000 ruggedly indi- 
vidualistic gladiators were expected to battle for supremacy. 

1 am not talking socialism. I don’t believe in it. I 
believe in competition and the freeing of individual initiative, 
and I believe in profits to stimulate enterprise. But it doesn’t 
matter what I believe. What matters is the truth about 
America, especially about American business, industry and 
finance. Just as it was once necessary for business progress 
that the physical sciences be studied and taught with objective 
realism, it has now become imperative that the social sciences 
be studied with the same objective realism; and just as the 


former situation demanded academic freedom for the physi- 
cal scientists, the present situation demands academic free- 
dom for the social scientists. 

This suggests to me the great contribution which the 
secondary schools can make to better business and industrial 
conditions; and | am not forgetting, when | say that, that 
educators cannot be independent of their uneducated em- 
ployers, and are almost certain to lose their jobs if they 
antagonize the powers that be. 

There is no contradiction in this; for leaders cannot 
remain leaders very long after they cease to lead; and even 
financial power ceases to be financial power when those who 
possess it have no idea what to do. And that, precisely, is 
the situation in America today. The old leadership has 
gone. Organized business in America, and organized finance, 
have revealed their helplessness in the hour of great peril. 
They not only failed to initiate any program by which busi- 
ness could carry on, but they were unable to follow and 
to cooperate when such a program was initiated. 

Leadership, therefore, must pass to other hands; and 
just now it is rapidly passing to economic illiterates whose 
hearts, at any rate, seem to respond to the needs of the 
masses, however incapable their heads may be. One man 
gains upwards of twenty million followers by promising 
$200 a month to everybody as a reward for becoming sixty 
years of age. It is economically unsound, of course, but 
under present conditions it is almost futile even to say so, 
because it is not more economically unsound than the atti- 
tude of the United States Chamber of Commerce and most 
of our trade associations, who persist in approaching our 
present problems with the logic of an age which has for- 
ever passed away. 

Another man gained millions of worshipful adherents 
by promising to divide up our capital. One might as well 
try to solve the railroad problem by giving everybody a box- 
car. Such suggestions could not get a hearing, we may be 
sure, if the opposition had a workable plan for transpor- 
tation. But if the opposition insists that railroads should 
be run in the interest of those who have grabbed them, and 
haven’t sufficient social understanding even to see where 
their interests lie, we can hardly blame the public for pre- 
ferring some other economic vagary. 

It seems to me, therefore, that there is a peculiar op- 
portunity at present for educators who really dare to edu- 
cate. Whatever may have been the case ten years ago, 
America is now old enough to be told the facts of life. 
Those who would not permit this heretofore have either lost 
their power or are fast losing their power; and the masses 
of America, not our erstwhile rulers, are going to decide 
our issues now. 

Will they decide these issues upon prejudice, and upon 
the sense of the injuries which they have endured? Or 
will they decide them according to the facts? That depends 
largely upon our schools—especially upon our secondary 
schools—for it is in high school years, as a rule, if not in 
the high school text-books, that the mind reaches out to com- 
prehend the more mature relations of life. It is then, espe- 
cially, when the boys and girls begin to think of their 
careers; and whether they will be careers of social service 
or social irresponsibility depends largely upon their educa- 
tional guidance. 
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It is in those years, largely, that criminals are pro- 
duced, even though we merely intend to produce go-getters. 
It is then when idealism makes its greatest appeal; and 
whether this idealism is to be fortified by truth, or crueliy 
shattered later by collision with reality, depends again on 
educational guidance. 

‘Teachers teaching youth, moreover, do much to teach 
their parents. In times of rapid change, especially, parents 
do go to school to their children, if for no other reason than 
to try to keep up to date. Once let our youth, then, be- 
come really acquainted with the actual set-up of this ma- 
chine age, and all America is likely to hear about it. If 
the schools teach dogma, of course, and the dogma happens 
to be in conflict with the dogma of the parents, the parents, 
being voters and taxpayers, may be expected to rebel. 

But I see little danger in that. In the first place, you 
educators do not want to teach dogmas. What you want 
is freedom to find and teach the facts. If your theories 
are wrong, you want to know it; and even if you feel con- 
fident that they are right, you know that the unquestioning 
acceptance of any theory does not constitute education. You 
do not want to tell your students what to think. You 
want to teach them how to think—how to separate truth 
from error—which means in the last analysis, how to find 
facts and how to use them for the achievement of more 
abundant life. 

And the average American parent today wants a more 
abundant life. ‘The average American parent, moreover, 
is no longer committed against all reason to those ancient 
theories of rugged individualism. The depression has just 
about cured the masses of any such fiction. The danger 
now is, not that the masses will insist upon a repetition of 
the old preachments, but that they will accept any half- 
plausible panacea which is held out to them, regardless of 
how economically unsound or socially disastrous it might 
prove to be. 

When the masses believed devoutly in the divine right 
of kings, it was dangerous for any educator to challenge the 
theory. Our early Americans were quite unanimous in 
their devotion to this dogma; but, because they were actu- 
ally living in a new kind of a world, the time came when 
they could not believe it any longer. Then educators got 
the chance to challenge the theory without losing their right 
to remain educators; and American educators have been 
freely teaching a very different theory ever since. 

It was not necessary in those early days to challenge 
the claim of the divine right of capital to conduct itself 
without social responsibility. For capital, in early America, 
did not have much social responsibility. The masses in those 
days could make a living, quite independently of what the 
capitalists did or did not do. For land was abundant and 
free; and the way of life for the average person in those 
early days was to settle on the land and produce a living 
directly from the soil. 

But that is not the way of life in this machine age. 
Even our modern farmers do not and cannot live that way. 
We are all dependent for our living now upon the continu- 
ous functioning of the machinery of production and dis- 
tribution. To supply our needs, we must buy; and to be 


able to buy, we must each sell something—our products, 
our services or our labor power. 


To live in this age, then, 








we must all have money. Unless the masses are amply 
equipped with money, the machinery of capitalism can no 
longer be kept in successful operation, and there is not only 
desolation and unemployment among the people but no 
profits for capitalists. The life and security of all America, 
therefore, now depends upon how money is used. 

Instead of recognizing these facts and acting upon them, 
however, we Americans have tenaciously clung to the theory 
that those who have accumulated money have an inalien- 
able right to use it as they themselves see fit. “They may 
even do nothing with it; or they may hand it down to their 
children, as the kings handed down their supposedly divine 
right to rule, even though the inheritors have no sense of 
social obligation and no understanding of social needs. 

Many of our most sincere publicists and statesmen 
even maintain that this attitude is the only truly American 
attitude toward money; and that any deviation from this 
attitude constitutes a violation of our ancient liberties. 
Their position, of course, is understandable. Reasoning from 
tradition, instead of from the facts, they could not change 
their notion of what constitutes Americanism just because 
America had happened to become an entirely different kind 
of civilization. 

The possession of money in old agrarian America did 
not carry with it the control of the means by which the 
masses got their living; and since the masses could go on 
living, regardless of what the capitalists did or did not do, 
the masses were free. Riches, nevertheless, were highly de- 
sirable, and these free Americans naturally wanted the 
liberty to become capitalists if they could, and to do with 
their money as they might see fit. When America had 
completed the transition, however, from the agrarian age 
to the machine age, the masses of Americans were no longer 
free to go on living unless the process by which they now got 
their living was kept in continuous operation, and farmers 
could sell their products and workers find jobs. 

The old American freedom, then, was gone; and there 
could be no new American freedom until this new process, 
upon which Americans now depended for their very lives, 
could be made dependable. It is the effort to achieve the 
only kind of freedom which Americans can now have which 
these traditional thinkers call un-American. 

I am not suggesting revolution. I am trying to avoid 
it. Every one who observes the facts, however, must recog- 
nize that such a situation is intolerable and must lead, either 
to revolution, or to such an education as to the true func- 
tion of money so that money will certainly be used in ways 
which will bring to Americans generally opportunity for 
gainful work and for the enjoyment of the products of 
their labor. 

This is as necessary for business as it is for the wage- 
earners. Success for every legitimate element of our popu- 
lation now depends upon our understanding the social char- 
acter of this machine age, and instituting such social con- 
trols as are necessary to make our marvelous modern pro- 
cesses continuous and dependable. Whether we wished it 
or not, America has now become, not merely so many United 
States, but a united people—united in everything except- 
ing an understanding of their unity. 

We have become one economic unit, no element of 
which can be lastingly prosperous unless all legitimate ele- 
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ments are prosperous. Business cannot sell more than its 
customers can buy, and since the machinery of production 
has become so productive, business cannot again become 
genuinely prosperous unless the masses of workers and farm- 
ers are buying abundantly. ‘This was not true in the agra- 
rian age, nor was it true in the age of transition when the 
classical economists studied the haggling in the market and 
imagined they were studying world economy. It was not 
true when our great social mechanism was in the making 
and when, therefore, it was socially imperative that as much 
as possible of the currently produced wealth should be used 
for capital purposes, and there were economic if not humani- 
tarian reasons for leaving the masses in poverty. The poli- 
cies that were good and practical and workable in those 
days, however, are impractical and impossible now; and 
many of the principles which then seemed basic are now 
no more valid than the dreams cf Utopians. Not, in fact, 
so valid; for the Utopians, at least, expected to go on to 
their Utopia, while these traditional thinkers are hoping to 
or back to theirs. 

In the old days, when capital was so sorely needed, 
it was right and proper that school children should be taught 
to save. In these days, when we are able to produce so 
much, and when the necessary saving can best be achieved 
liy social cooperation, the masses should be educated to buy. 

Ceaseless labor was then a virtue and could be taught 
as such. Now, the sooner we take it easy, and make the 
kilowatts do the work, the better it will be for all concerned; 
that is, of course, if youth is properly educated for the 
leisure which the kilowatts can give. 

To concentrate on making a living was always prac- 
tical, up to a few years ago. In this Age of Plenty, how- 
ever, such concentration is stupid. It is now time for youth 
to concentrate on making a life; since, by accepting the facts 
of the machine age and acting upon them, people can make 
« living with so little effort. 

As to what it takes to make a life, you educators are 
in a far better position to judge than I. If the masses are 
to be free to live freely, however, instead of having to sub- 
ordinate all other human aspirations to the task of earning 
a living, our marvelous new mechanism of production and 
distribution must be operated according to the actual laws 
of its being, and not according to anybody’s inherited pre- 
judices. To teach those laws, the violation of which brings 
poverty in the midst of plenty, now becomes the first duty 
of our schools. Until we operate this mechanism according 
to those laws, whatever they are, there can be no lasting re- 
covery, and consequently there will be all too little oppor- 
tunity for our younger generations. 

We may be sure, then, that youth will want to learn 
those laws, if the schools provide the opportunity. From 
this angle, economics can no longer be a dismal science— 
no more dismal than learning how to drive a motor car. 

We have, I grant, all sorts of theories as to how the 
machine age can be operated, whereas we have no trouble 
in agreeing as to how machines are operated. But that is 
the point. We never disagree disastrously on anything which 
we study from the fact-finding approach. From that angle, 
conflicting theories do not worry us; they stimulate us, 
rather, to find the facts. 

We have had conflicting theories of chemistry and 


physics; but we never got anywhere in either science until 
we quit fighting to defend our theories and liberated our 
minds to discover whatever could be discovered. It makes 
little difference, then, whether our teachers sympathize with 
this or that political or social movement. What matters 
is whether they are fact finders and whether they have the 
capacity to help their students find and face the facts. We 
have so many theories, indeed, that there is only one plat- 
form upon which we can unite, and that is the platform of 
fact-finding research. 

From that angle, we can now teach any truth and we 
have now reached a stage of economic evolution when only 
the facts will do. 

The time has come, then, when you teachers can secure 
the right to teach, if you yourselves courageously assert that 
right. , 

The time has come when we must even have the facts 
about the Constitution of the United States. If it was not 
handed down from a holy mountain as the only perfect and 
unchangeable formula of government, I believe that we 
should let our youngsters find it out. Let them find out 
that the Constitution itself contains definite provisions for 
the making, if necessary, of an improved Constitution. If 
they think that they can produce a better document, by all 
means let them try; for there is no eternal law, which man 
has been able to discover, which keeps them from trying to 
do as much for their generation as the Fathers did for theirs. 

In our social blindness, to be sure, we business men did 
our best to keep the masses from developing any social un- 
derstanding or any sense of a common goal; and we saw 
to it, as far as we were able, that the schools should not 
prepare them for any intelligent, cooperative mass action. 
We even resented it when workers organized for a com- 
mon end, and we said the very idea was alien and un-Ameri- 
can. But all that mis-education must now be undone; for 
until it is undone, the very machinery of capitalism cannot 
work. Capitalism needs a new mind, even among its work- ° 
ers. It can no longer use the type of mind it once insisted 
upon the schools turning out. We thought we needed 
cringing obedience when what we needed was self-respect- 
ing cooperation. We thought we wanted adoration when 
what we really needed was constructive criticism. Above 
all, we thought we wanted workers to be individualistic 
who, while loyal to us, would all be ambitious to get ahead 
of their fellow workers; when what we really needed was 
a nation-wide body of workers who, while willing to co- 
operate with us in any sound industrial program, would be 
ambitious to get ahead with their fellow workers. 

But why cry over spilt milk? The time came—that’s 
all—when we built up such a productive mechanism that 
it could not be operated unless it were operated for the 
common good. We didn’t know how to run it that way, 
so we shut it down; and we, seemingly, with the kind of 
education which we insisted upon the schools giving us, 
have not yet developed the social initiative necessary to 
start it up and keep it going successfully and lastingly. 
That is now the task for the schools—to find and reveal 
the facts of actual human relations in this machine age 
which cannot go ahead with any lasting success until we 
are prepared to go ahead together. I envy you your great 
new opportunity. 








James M. Landis 











The Holding Company Act 


By JAMES M. LANDIS 


Chairman of the Securities and Exchange Commission 


Delivered in Washington, over the nation-wide hook-up of the Columbia Broadcasting System 
Saturday, September 28, 1935 


UR Commission stands at the threshold of an im- 
mense undertaking. We are charged with the 
realization of certain objectives which will require 

years of patient and dilligent effort. We assume our responsi- 
bilities in an atmosphere still surcharged with the passionate 
feelings and unreasoning fears aroused by the legislative 
battle that preceded the passage of the Holding Company 
Act. At the outset we find that the very authority entrusted 
to the Commission by the Congress of the United States is 
challenged upon constitutional grounds by the public utility 
industry. 

Under these circumstances the discretion of silence 
might well be the better part of valor. But to me, silence 
would be a denial of a fundamental of democratic govern- 
ment. This legislation is yours for it concerns you as a 
holder of utility stocks or bonds, or you as a user of light 
or power; its objectives to protect you as a holder of these 
stocks and bonds, as a user of this light and power, are your 
objectives ; its concern is thus directly your concern; and our 
Commission, as the instrument for making real what is as 
yet only a law upon our statute books, is your trustee. You 
should know and must know at all times the direction of 
our efforts. 

First, let us try to get a picture of the industry brought 
under control. This consists, in the main, of the great na- 
tional public utility holding company systems—these gigantic 
systems which cover the country and own power plants, 
dams, transmission lines, local operating companies, scattered 
from Maine to California. In many systems, dozens and 
even hundreds of local companies, through layers of holding 
corporations, are dominated by a small group of men in the 
top or parent holding company. An unbroken thread of 
control is maintained by stock ownership, interlocking di- 
rectorates, and the many other means the lawyers have been 
able to devise to enable one company to guide the destinies 
of another. Into these great national systems you as a na- 
tion have poured in some twenty billions of dollars. These 
savings are not those of a few, but are represented by stocks 
and bonds held by two or three million persons. The light 
and the power from the operating units in these systems go 
into more than half the homes in our country. It becomes 
clear then that the protection of this great national invest- 
ment and the efficient functioning of this great pool of light 
and power is a matter of national concern. 

I should only confuse you, were I to go into the detail 
of the duties that the Holding Company Act thrusts upon 
us. But let me try to give you something of an idea of 
what the task of regulation and conservation means. We 
are primarily concerned with the holding company which is 
a financial device for holding the reins of control over the 
individual companies serving you in your own locality with 
power and light. You do not get your bill from a holding 





company—but from an operating company, probably a mem- 
ber of a holding company system. We begin by calling upon 
each holding company to register with us and thereby lay 
before the public a complete description of its characteristics 
and composition. Who owns our operating companies? 
What lies back of the securities of our holding companies? 
Where do they get their earnings? To whom do their profits 
go? These and many questions of a similar nature will get 
a fuller and more detailed answer than ever before. And 
it is important that answers to these questions should be 
made to you, who through your investment are the true 
owners of the systems themselves. 

But this process of registration means more than merely 
the gathering of information. Out of registration springs the 
mechanism of control—a control that seeks to prevent stock- 
jobbing in utility securities and their issuance under circum- 
stances where sober judgment would show the impossibility 
of any hope of a continuing return. But that control extends 
much further than to the sale of securities. It strikes at 
many features of management of the kind where a disregard 
of the public interest leads to the ruin of both enterprise 
and security holder. 

Only yesterday a great holding company system was 
petitioned into receivership. The building up and conduct 
of that system, as told recently in its registration under the 
Securities Act before our Commission, dramatically illus- 
trates the kind of corporate practices which the Holding 
Company Act seeks to abolish. True, the consequences of 
such action in the past bring their penalties today and to- 
morrow. These, no Congress, no legislation can avoid. But 
against the repetition of action of this type in the days to 
come, we can now be on our guard. 

I need not weary you by cataloging the practices against 
which the Act strikes in no uncertain terms. The case 
against their continuance now needs no further proof. The 
problem today is not one of talking about these past abuses, 
but the simple business problem of using the powers that 
Congress has given us in such a way that these practices will 
become an incident of history and not of tragic every-day 
fact. 

I shall, however, mention one of the great tasks that 
Congress has called upon us to accomplish. The Act repre- 
sents a solemn judgment by the Congress that the holding 
company as a financial and an operating device tends to be 
destructive of the better values in our civilization, if the 
system is permitted to expand beyond the natural boundaries 
established by economic and geographic. limitations. ‘These 


boundaries Congress has not specifically defined, nor could 
it do so, but it has left to our Commission this standard to 
be applied in the light of continuing and concrete study. 
Furthermore, it has given us two years, at the end of which 
we are to have a plan, to bring about this economic and 
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geographic integration together with the simplification of 
the complicated financial set-ups that in so many cases obscure 
the rights of holders of stocks and bonds. 

These, then, in brief, are the powers and the tasks that 
lie ahead. The grant of these powers was intended to cor- 
rect recognized and disastrous abuses—abuses that did exist 
and to a degree that made of them a national scandal. It 
is as foolish to deny their existence as to regard the Holding 
Company Act, as some of its opponents have, as an effort 
relentlessly to destroy the good with the bad. And there 
is so much good in this industry that will not only be 
untouched but immensely improved by the elimination of 
the bad. Indeed, it is easy to find numerous examples of 
wise, efficient and trustworthy management and of companies 
which truly deserve to be called public service corporations. 

Against the continuation of the abuses, the President 
and Congress stood firm. ‘The Commission is equally re- 
solved, and I feel certain that the industry is similarly de- 
termined, save for those few whose removal from the scene 
will be as much a relief to the industry as to the public. 

This great task of conservation cannot be worked out 
easily. Differences of opinion will naturally arise between 
us and the industry as to the ways and means of getting 
results. It is clear that we as an administrative body cannot 
become experienced in the treatment of these problems 
without constant consultation and conference with the in- 
dustry. With power there should go humility in its exercise, 
willingness to understand, but firmness to achieve the avowed 
objectives with as little delay as possible. 

It is this attitude and this atmosphere of sympathetic 
understanding that has dominated our early conferences with 
the utility industry. True, that industry has announced that 
as an industry it will press to determination its claim that 
this legislation invades its constitutional rights. We do not 
shrink from such a test. We will not stand in the way of 
any honest effort to bring about a decision of this controversy 
—but it must be a controversy that is real and not a sham, 
and one that must not only permit but require the examina- 
tion of this question upon its full merits. 

This Commission has already openly stated that it is 
glad to recognize and respect the constitutional rights of 
any and every member of the industry and the public. But 
it is of the utmost importance to the nation at large that 
this issue of jurisdiction and of constitutionality should be 
localized. It can be fought upon its merits as well in an 
individual case and the issues so limited that there will be 
no danger of a general undermining of the confidence of 
the millions of investors and consumers, who are more con- 
cerned with the efficient discharge of our duties than the 
theoretical issue of power. 

In this manner the constitutional question can be solved 


with negligible cost and an absence of injury to the public. 
By so doing the major portion of the industry could be left 
free to take advantage of the opportunity, which we gladly 
offer, to cooperate with us in fashioning the mechanics of 
regulation. Working together we can create machinery 
which through insight, gathered by a frank and continuing 
exchange of experience, will become practicable, effective and 
wisely attuned to the difficulties of the task. 

At this threshold of our life under the Holding Com- 
pany Act, we can offer you no vainglorious promises of 
immediate achievement. We can, however, offer you a free- 
dom from passion and prejudice, a record of a willingness 
to understand, and the assurance that we will work care- 
fully with determination toward results. Fidelity to the 
large public interest is and must be the keynote of our being, 
and in pursuance of that trusteeship no member of the public 
need fear the sacrifice of a single dollar’s worth of honest 
value. Without vindictiveness, with an open mind, holding 
fast to fundamental principles of rightness and conduct, let 
us reach for a businesslike solution of the common problems 
before us, in order to further this industry in its dynamic 
and expanding life, to make real the vision of public service 
that should be its being, and to vindicate the hopes and confi- 
dence of the millions who contribute to its growth. 
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Ten Million Jobless 


By GENERAL HUGH S. JOHNSON 





Before the California Pacific International Exposition at Balboa Park, 
San Diego, California, October 2, 1035. 


’ THEN fortune favors me by returning me to Cali- 
fornia, I feel free to talk very frankly because I 
used to live in this State. After crossing the whole 
continent of North America in 16 hours, our airplane had 
to sit down in the desert on the other side of the coast range 
because you were flirting with a rain storm out here, but you 
can’t pull the old one on me about unprecedented weather 
because it was seven years that I lived here. 

Just the same it is the dream climate of our nation. 
If I can’t go to Heaven when I die, it will be all O.K. with 
me if I could just come here, although there are some who 
believe, and I think, hope, that I am headed for a destina- 
tion quite remote from either—and it isn’t Florida. 

The Exposition is a great idea and a fine performance 
of courage and skill in times like these. It is one more ex- 
cuse for everybody in the country to do what everybody 
wants to do any way, and that is come to California. I 
thank the exposition and the people of San Diego for in- 
viting me here, and the Columbia Broadcasting System for 
the opportunity to talk to the nation about a great national 
problem. 

My date to come here on this day was made months 
ago when I didn’t know that it would involve two diff- 
culties, turning loose at just the wrong moment the bear I 
have by the tail in New York City just now, and also arriv- 
ing at the Exposition on the day when you are doing honor 
to the world’s most distinguished guest and one of the most 
remarkable of its men—the President of the United States. 

I have made, and still shall make, suggestions for im- 
proving the New Deal. Some of the anti-Roosevelt press 
jumps up and down crying “how can a man criticize the 
New Deal and be loyal to the President?” Why should they 
care. If that crowd don’t like it, it must be fine for Presi- 
rent Roosevelt. 

There have been two conflicting principles in this coun- 
try since its birth. One is to get prosperity by building up 
great groups of wealth and power on the theory that what is 
poured in at the top is sure to trickle to the grass roots. The 
contrary idea is to elevate depressed groups and, by spread- 
ing benefits evenly, create wider buying power and hence 
prosperity. 

There have been times in the development days of our 
country when the former was right but it is poison now, This 
wreckage is directly due to it. There is no choice between 
these two. Mr. Rosevelt, to me, is the exclusive symbol of 
the latter. That’s my side and I want to fight on that side. 

But, in this vast experiment in decency, is the test of 
loyalty to make your own side ridiculous by insisting that 
details which prove clearly wrong, nevertheless remain for- 
ever right. Does a man have to lie to be loyal? Isn’t loyalty 
just fighting for the object and taking all the dead cats that 
fighting provokes? Are bunk and baloney necessary in public 


service? Isn’t constructive criticism from your own side bet- 
ter than destructive blasting from the other side? 

Arguing too emphatically may be called ballyhoo; be- 
ing wrong and changing your mind may be called incon- 
sistency; but being always non-committal and never admit- 
ting error is called politics. Any stuffed shirt can do these 
two things. The first is cowardice and the second is crooked. 
Neither is necessary or desirable or, in the long run, ad- 
visable. 

Now, that is no counsel of holiness. It is a doctrine of 
expediency. It is the quickest way, I believe, to advance a 
cause. 

I have taken it on the chin for the New Deal and I 
expect to take it again. I have got some justification for 
talking about reemployment. With the Blue Eagle drive, and 
without any Government spending at all, we made 2,785,000 
jobs. Now, a lot of those were lost again but that was more 
jobs than have been made by all the billions of dollars we 
have spent put together, and we did that in 60 days. It 
didn’t cost 1/10 as much to make those 3,000,000 jobs as it 
is going to cost to put 200,000 men to work in New York 
City, which we shall have done before I leave there on 
October 15th of this month. 

The whole country should applaud the accounting 
which the President gave of his stewardship here today and 
the world should approve the principles of peace that he ex- 
pressed. In an atmosphere rocking with alarms, there is a 
danger to any commercial county, but it is of a more press- 
ing danger that I want to talk—a danger that we cannot 
side-track by building battleships and that, so far, we haven’t 
side-tracked at all. It can be stated in seven words—ten 
million breadwinners without jobs. 

You can count about 4.4 people to every one employed. 
If that is right, that means 44 million people for whom our 
national scheme of living just isn’t working. Something is 
depriving one-third of our population of the God given right 
to earn their bread in the sweat of their labor. For at least 
one-third of us, our system is not insuring that just now. 
For more than five years it has failed to do it. That single 
ugly fact is an indictment under which no form of govern- 
ment could long continue. For slighter causes than that we 
revolted against British rule and suffered the bitterest civil 
war in history. 

I want to make it very clear that I preach no threat of 
riot or revolt. There can be no such thing in our country 
because we won't let this cause continue. We are going to 
do something about it. It would be madness not to do some- 
thing about it. My purpose in mentioning it at all is to say 
that—although we have tried valiantly, we haven’t done 
anything effective yet. 

For five years we have been kidding ourselves about 
this cancer in our body politic. Like a sick man who puts 
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off going to the doctor because he fears bad news, we have 
said, “wait long enough and it will get all right again,” and 
we have been able to suffer the pain without paroxysm only 
by dosing ourselves with the dangerous opiate of spending 
billions of dollars that we haven’t got to put to sleep this 
potential peril to the public peace and even to the continued 
existence of our form of government. 

If any man says that is an extravagant, sensational 
statement let him put it to this simple test. Suppose that 
tomorrow night every cent of public spending to relieve the 
jobless were cut off completely and forever and all these 
hopeless, helpless people were told that they must shift for 
themselves—that those who have no means to buy food must 
beg or starve or take it forcibly. And so also, upon this ad- 
vent of autumn, that those without means to keep a roof 
over the heads of their children against frost and wintry 
weather, or warm clothes to their backs or a spark of fire on 
their hearth-stones, were all to face eviction and thereafter 
to fend as best they could. 

Nobody needs to be a seer to answer what would hap- 
pen—riot and revolt—not against their country or their 
neighbors—but to keep the lives in their bodies, and that 
means one-third of the population of the country. 

There is no use in criticizing what, in necessity, has 
been done. There was little else that could have been done 
in an emergency worse than war, but the time has come to 
face the facts of this problem with a view to its sane and 
permanent solution. Right here I think we made our greatest 
and most obvious error. 

Since way back in the latter years of the Great En- 
gineer, we have assumed that our system of employment is 
so sound that, if only we could turn the corner and there 
bump into the will-o’-the-wisp which we call prosperity, 
everybody would go back to work. 

On that theory, and except for the President’s Re- 
employment Agreement of 1933, our whole plan has been 
from the common purse to feed these masses and, by any 
invented work, to create an illusion of employment until 
some strong flood of recovery restores to all their normal 
jobs. 

Now this method tends to prevent the very happening 
that it relies upon as a cure. It is a bar to business recovery. 
We are thus keeping this problem asleep at a federal price 
of more than five billion dollars a year. This, when added 
to similar drains, on states, cities, and private charities, and 
to secret sharing among friends and families—stands as so 
great a barrier to normal business and living in this country 
as, in itself, to make a mockery of the slogan “Let it alone— 
returning prosperity will wipe it out if only we are patient.” 

Now there are two reasons why that slogan simply 
can’t be true. One is that the threat to fiscal soundness and 
the drain of the thing itself in taxes, contributions and the 
starved buying power of the destitute third of our popula- 
tion is itself a clog on returning business. Spurts like the 
one we now enjoy and have enjoyed three times during this 
depression, can go just so far and then the fact that one- 
third of our buying power is paralyzed in our domestic 
markets will slow it up. 

The other reason is that our slow recovery of at least 
one-half the distance from complete collapse to normal busi- 
ness has shown very little reduction in the vast army of the 


unemployed. Authorities say there were 12,000,000 people out 
of work in March, 1933, when business was at 50% of 
normal. Now, business at the present is 77% of normal and 
more than half way back, and there are 10,000,000 jobless. 
Now if 50% of complete recovery re-employs only 2,000,000 
people, 100% will re-employ 4,000,000, and that leaves 
8,000,000 without jobs—that just won’t do. 

I am aware that you can’t figure these things in this 
cut and dried fashion. There is too much theory and assump- 
tion about statistics on business and all employment figures 
are the bunk but you don’t need to rely on theories—all you 
have to do is to look around you, especially if you are in a 
position close enough to see the inside of this thing. 

On no figures that you can make, and on no condition 
that you can see, is it fair or right or honest to promise that 
returning business can, under existing standards, absorb more 
than a minor fraction of this dark, deep pool of misery and 
distress. 

The present Federal system fulfills the President’s cam- 
paign that nobody is going to starve in this country, and 
that must continue to be done no matter what happens, but 
the present system doesn’t contribute anything whatever to 
the solution of the unemployment problem. For the reasons 
that I have already stated, and for other reasons, it is actually 
retarding that solution and, in my own opinion, it is not 
well designed even to make the most effective defense against 
starvation because this particular form of relief costs so 
much per person relieved, that there is not enough money 
left out of all those billions to cover the whole area of desti- 
tution. 

This broadcast of extravagance at anything like the 
present rate will eventually bust the Federal Government, 
or force it to the printing presses for its money. And if that 
happens, some of us will have a short joy-ride, but all of us 
will have the worst headache we have had yet. 

Passing that point, it ought to be perfectly plain to any- 
body that this vast repair of public buildings, paving of 
streets, and so forth, makes jobs only as long as the Federal 
money lasts and not one moment longer. It does nothing 
whatever to advance the day when men can go back to work 
at normal wages, under normal conditions, in any of these 
fields. 

In fact, it much retards that day, because it anticipates 
normal improvement programs in all parts of the United 
States—it does that by many years—and that tends to retard 
normal recovery in the most laggard industries of all—the 
so-called “heavy-goods” or “capital goods” industries where 
one of the most essential causes of continued unemploy- 
ment and depression lies. 

We should at last have learned enough to know beyond 
conjecture that the more ambitious projects of PWA have 
done almost nothing to create normal jobs—first, because 
that kind of government construction costs too much per job 
to make it a practical employment enterprise; and, second, 
because it has moved too slowly to do any good and shows 
no dependable signs of moving any faster. 

Further than that, from my intense and extended ex- 
perience with this problem, I think the whole program just 
now contains a threat of trouble that we haven’t yet con- 
sidered. In PWA, WPA, and all other agencies engaged 
in work relief, there is being projected the most ponderous 
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engineering program in the history of the human race. The 
Pyramids of Gizeh, the Great Wall of China, all the 
Roman Roads and aqueducts lumped together and sweetened 
with a half-dozen Panama Canals would not exceed even the 
estimated cost of it. 

Yet, by setting a dead-line, the parts of it that we are 
dealing with now were hastily thrown together by a hastily 
assembled and largely non-engineering organization in a few 
weeks’ time on a program to man those jobs with 3,000,000 
workers before winter and then hold that employment steady 
until June 30—when it cuts off sharply. 

Now, you can do that with leaf-raking, but you can’t 
do it with engineering projects. I shall not labor the point 
with technicalities, but there isn’t an engineer or a con- 
tractor or a construction man who doesn’t know that there 
just ain’t any such animal as that. 

_ Beyond the fact that you can’t push employment on 
proper engineering up at that rate and then keep it steady 
all winter and then cut it off at once, the great danger is 
that you will get ground broken, streets torn up, land pur- 
chased, commitments made in all parts of the country, on a 
lot of careless cost estimates and poorly engineered plans, 
necessarily inefficient slop-dash supervision and then you will 
suddenly wake up along next spring confronted with the 
choice of asking uncounted billions more to finish what you 
started or throw the whole crew out of work and leave a 
lot of useless and uncompleted structures all over the land- 
scape. 

I am not decrying what has actually been done. If 
something hadn’t been done, there could have been a catas- 
trophe and the President had to do something to keep his 
promise. 

I am not here to paw over the errors of the past, of 
which I am responsible for as many as anybody. But I am 
here to cry a warning for the future at what seems to be an 
absolute crisis. 

This unemployment problem has got to be faced and 
faced now, and the PWA-WPA program is headed wrong, 
and it has got to be changed now. It not only is not doing 
one thing to help permanent re-employment, but it is headed 
straight for the collossal blunder of which I just spoke— 
certain collapse, commitment and additional appropriation 
of unnecessary billions. 

Now, it is easy enough to stand up and criticize, and 
if I didn’t have a constructive suggestion based on as intense 
an experience as any man—I wouldn’t make criticisms— 
although I have taken enough to have a vested interest in 
the general subject. 

In the first place, this is an unemployment problem and 
we have very little accurate information about unemploy- 
ment in the United States. How can you even think about 
a problem when you don’t know what it is? The various 
indexes that we have are just fair relative estimates, As 
absolute information they don’t mean a thing. A census in 
the old sense isn’t going to help. To do anything about un- 
employment, you have got to have a complete flash-light 
picture of the whole field of the unemployed; an instanta- 
neous census frequently repeated. 

That sounds hard but, as a matter of fact, it is cheap 
and simple and easy. In one day, in registration for the 
draft, we took a complete census of 10,000,000 men. We did 








it with only two weeks’ preparation and at negligible ex- 
pense and we had the returns in Washington in 24 hours. 
The older among you here will remember that well, and that 
census turned out to be 99% accurate. Later, we took counts 
in the same way of 28,090,000 men altogether. 

That method could be used here perfectly and at once. 
We are never going to know enough about this problem to 
handle it intelligently until that is done. There is somewhere 
some resistance to this necessitous common sense that hasn’t 
yet been overcome. 


The only argument I ever heard against it, was that 
it might show a worse condition of unemployment than has 
been supposed and thus shock the country—now, can you 
beat that. 


If we can’t face the facts—good or bad—we can’t solve 
any problems. But there is a majority of indications that it 
would not show a worse condition. I believe it would show 
a condition that would do more to instill hope in this country 
than any other single event. 

When you get those actual facts as to the jobless, the 
next set of facts you need relates to the whole number of 
available jobs now and on any assumption of increased busi- 
ness. That is the question of exactly what we can expect in 
re-employment from a return to normal business, That re- 
quires a reasonably simple survey and study of the various 
industries and other employment fields. 

Now, we are wasting hundreds of millions: of dollars 
on various invented white collar work-projects, mostly ser- 
vice. Some proposed—here is one survey of the tent cater- 
pillar in forest and field—here is another, horizontal and 
vertical survey of New York City. Somebody says that is 
one drunk standing up looking at another drunk lying down. 
There are some others of greater utility but we are not 
spending a cent to survey the principal reason for our having 
to make any surveys at all. 

The lack of this information was one of the greatest 
handicaps we had in NRA. Now, we could go out tomorrow 
with the cooperation of the industries and get that informa- 
tion in a few weeks’ time. It would give employment to 
thousands of white collar workers, and from my observations 
and serious contacts with industrial leaders in New York 
City, I feel sure industry would welcome this and help in it. 
Until we get those facts there is nothing for us to do but 
blunder along into a possible catastrophe. 

Now, maybe some of the resistance to this idea of count- 
ing the jobless is a growing suspicion of what it is going to 
show—a pool of jobless employables after complete business 
recovery of at least five million breadwinners. 

From my experience in New York, I think it is going 
to show a pool of no less than a million permanent un- 
employables in the United States—wrecks and ruins of this 
depression, people who will never go to work again, and 
with their dependents amount to six million people—a per- 
manent load of direct relief—the dole, if you want to call 
it that. 

In other words, as a sort of sketchily informed guess, 
I believe that we can count optimistically on a very marked 
business recovery re-employment about four million people 
under present working standards—but no more. That leaves 
five million jobs that must be found at some other source. 
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That is the real problem—the greatest national prob- 
lem we have to face—the problem nobody wants to face and 
that yet must be faced if we are going to save our system. 
It is not the problem of government—federal, state or local. 
In the first place governments can’t afford to carry any such 
load, and in the second place, governments ought not to carry 
such a load. 

We are very rapidly creating an idea in this country 
that it is not an obligation of life to work for a living—that 
the government owes every man a living whether he works 
or not. At a cost of billions, we are financing Soviet ideas in 
this country and they are spreading at tremendous pace, and 
I know what I am talking about. 

Government doesn’t owe every man a living. Society 
owes every man a chance to work for a living but that is a 
very different proposition. This is the problem of trade and 
industry—the problem of restored prosperity and preserved 
tranquility if not of national security. It is the problem of 
shorter hours and higher wages, and you can’t get away from 
it or bury it in a hole. 

It’s just the bunk that mass production and labor saving 
devices do not make unemployment even if hours are not 
shortened. That is old Tory hokum and it is the principal 
cause of our continued distress. 

I am not here preaching a new Blue Eagle crusade or 
an NRA revival. The time for crusading is past. It doesn’t 
need preaching. These things come and must come from now 
on as demands from the bottom up and not from the top 
down. That’s the way NRA is coming back. I don’t mean 
NRA exactly as it was. We learned the faults in that law 
by bitter experience. 

We must have a shorter work week without reducing 
earning power of workers because that is the only cure of 
unemployment. We must have self-discipline by industries 
under government supervision, to run the rackets out of 
business because that is the only hope of maintaining the 
little fellow in business independence. 

You can’t get either without a national law and an 
effective handling of chiselers. These are proved truths that 


almost every informed person recognizes. The President was 
right today, and I know it from probably more contacts with 
business than even he, that sentiment for a new and better 
NRA is rising throughout this country like a tide. It is the 
only sane way to solve this most dangerous of our national 
problems—10,000,000 jobless. We must solve that problem. 
We can’t have peace until we do so. 

In brief summation, here is what I think we ought to 
do about the unemployment problem: 

(1) Hold up all PWA projects for which we do not 
have definite commitments. They cost too much and they 
have done no good for employment. 

(2) Do not start any new WPA projects, that are 
not definitely committed, until the whole program has been 
carefully reviewed in each state, not in Washington, by local 
authorities on an engineering basis. Then permit only those 
to go forward which are useful, which can be finished within 
the fiscal year, and for which no new appropriation will be 
needed. If we don’t do this, we are headed for the biggest 
fiasco of this Administration—and we have had some fiascos. 

(3) Use all Federal funds thus conserved for direct 
relief, and we might as well make up our minds that we are 
going to have to continue it until we can start real re- 
employment, and not just cook up any more of this invented 
work, synthetic jobs, and highly perfumed boondoggling, ex- 
cept— 

(4) As a white collar project, provide for a nation- 
wide census of unemployment every 60 days on the selective 
service plan used during the war. 

(5) As a white collar project, provide for a national 
industrial survey of possible jobs in industry and commerce. 

(6) Prepare at once and get the widest possible dis- 
cussion on a new and simplified NRA to support fair trade 
practices and to shorten hours, with a view to the permanent 
creation of 5,000,000 jobs. 

We have got to do something about this unemployment 
problem. Let’s do something about it. Let’s put people back 
to work in their normal jobs in the good old way and let’s 
do it now. 
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